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BOOK Il. 


OF MONEY AND COIN. 


=P ARY I 
The Principles of Mauer applied to trade. 


Cn ap, I. - (Qon5rQUBXCEs of impoſing the price of coin- 
age, and the duty of ſeigniorage, upon the coin 

"of a nation, in ſo far as they aſſect the price of bullion, and that 
of all other commodities, | Page 1 


Intricacy of this ſubject, 
| Recapitulation of ſome principles, 

The firſt introduction of coinage muſt make prices fall 

Conſequences of the excluſive privilege of coining, 

A wrong balance of trade raiſes the price of bullion to the value of coin, 
And ought to raiſe proportienally the price of commodities, 


How traders obſtruct the operation of this principle, while the balance of 
trade continues fluctuating, | 


A nc how an overturned balance of trade attaches prices to the denomina- 


tions of coin, 
How Profits conſolidate into prime coſt, 
And are preſerved upon articles of -home conſumption, 
But are torn away by foreign competition, for articles of exportation, 
How this hurts the induſtrious, and how the ſtate may indemnify them, 
A 2 


ON 


O N ENI S. 


of coinage, ad he duty of ſeigniorage, i in the Engliſh mint, will 
have upon the courſe of exchange, and trade of Sent 2 1 11 


Theory of prices upon articles of exportation, AD 
How the courſe of exchange i is regulated, 13; 
Price of exchange, what? 2 
Where coinage is free, the price of bullion'ovghtito bend, 8 
And fluctuating where coinage is impoſed,, — 
Bullion in England dearer than in France, 44 
Becauſe the price of it is kept up by the mint, . 
And is allowed to fall in France 8 * below the coin; — 
This a wiſe regulation, TS 
England loſes by this ſometimes '8 per cent. upon her trade with France, 15 
And at a medium 4 per cent. as is proved by a matter of fact, 17 
Eaſy to be verified at all times by the price of bullion and courſe of 
| exchange 1 in the Paris market, 18 
. When bullion is exported to England, ste is againſt France, * 
Courſe of exchange no rule for judging of the balance of trade, but only 
- = of the value of coin, | — 
he real par not to be calculated by the intrinſic value of the coin, unleſs 
bills were drawn in weight of fine bullion, 19 
">—— Os J. Exchange regulates the price of bullion,. | 20 
Kn. Denied: Exchange only but its price, the mint price pulls it 
down, — 
Balance upon the real par. no mark of @ balance upon trade. proved by 
| 8 examples | | — 
$ | | | Balance of trade, what? 85 21 
| The real par of exchange to be fixed by the fudtuating value of the coin, 
| not by the permanent quantity of the bullion it contains, — 
ly Proof of this propoſition, bw 
| Application of theſe principles to the Engliſh trade with France, 24 
x 5 Care. III. Is the loſs which the courſe of exchange marks upon' 
* the trade of Great Britain with France, real or apparent, 25 
| Reaſon for propoſing this queſtion, — 
Suppolitions, g | Su | _ 
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Cray. IV. Of the different adidas of bee coinage; and of 
che influence they reſpectively have upon the value of the money 


unit, and upon the demeiic intereſts of a nation, 


To ways of impoſing coinage,” #2 de g 
Plan laid down. in this chapter, | 

How coinage is impoſed By authority? 

How by conſent, | 

When by authority, what the conſequence, 

The metals are exported, | 

How, in France, this is prevented in ſome meaſure, 
French policy as to coin riot generally underſtood, 
How coinage influences the price of inland commadities,, 


A caſe not to be reſolved by this theory, but left to be verified by r 


riment, 
An objection anſwered, 


0 1 
* * 


Coinage affects the price of bullion immediately, and chat of commodities 


indircctly, 
Conſequence of the price of coinage, when impoſed with conſent, 
That bullion is brought to the mint, when trade is favourable, 
How the mint price of the metals may be allowed to vary, 


+ 36 


35 


3 


Influence of this method of impoſing coinage, on the price of commo- 


dities, and value of the pound ſterling, 


37 


Char. V. How an experiment may be made to diſcover with cer- 


tainty the real eſſects of the impoſition of coinage, 


Plan of the experiment propoſed, 
The conſequence Ev this will be, to recall the 2 from abroad, 


38 
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D this experiment 2 cloſe attention muſt be had to the rate of prices, 40 

And if they vary how to diſcover the true cauſe, 8 5 | — 

Farther conſequences of this experiment, — 
. we eſtimate the wealth of a nation by the quantity of its coin? 2 
JIuſt as we can eſtimate a man's eſtate a the "og; of his purſe, 3 
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A CHAP. VI. Miveltindous Wait ben had obſervations concerning 


the mt 2 of e and coin, 44 
The uſe : of a 16 * at the end of a ſubjeRt, — 
Qursr. 1. Why does the doctrine of money appear ſo intricate? 45 
Answ. Becauſe it is perplexed with j jargon, — 
The denominations of coin are confounded with the intrinſic value, — 
The terms metal, ney: coin, - 825 and Price, are all conſidered © WY 
ſynonimous, "46 
What is meant by metal ? what by money ? what” by coin ? what by Bullion ? 
what by price? 8 
Of the abuſe of the terms vi ing and Anking, and of the 1 inaccuracy of ſpeech, — 
5 Prices attached to the denominations of coin, 47 


Coinage raiſes the value of coin, is a more proper expreſſion, that coinage finks 

the price of commodities, F FR 
How to avoid ſuch ambiguities of 3 | — 
A caſe which cannot be reſolved by this theory, . 
In ſpeaking we do not diſtinguiſn between 5 metal, and that which | is 


mixed with alloy, | "48 - 
Of the abuſe of terms relative to denominations of coins; R149 
This illuſtrated by an example, | — 
| | Farcher obſcurities from the abuſe of language, — — 
FE. 1 How to avoid ſuch abuſe, | 50 
| UEST.. 2. What is the difference between "railing the value of e coin, by 
| | impoſing coinage, and raiſing the denomination of it? | — 
— Axsw. The firſt is real, and affects foreign nations; the other does not, — 
Proved by an example 51 
| How the arbitrary method of raiſing the denominations of coin alſects prices 1 
f at home, — 
Quesr. 3. How will the impoſidion of coinage affect the creditors of Great 
Britain ? 5 3 
| ANSW. 
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5 1 IF they continue to be paid by denominations they wh gain if | 
— weight of metal, they will not Tos: nor will they loſe, _ 53 
Proved by an example PTE: PR: 
How the impoſition of coinage advances the credit of Tn 54 
QuesT. 4. Is the plan we have e effectual towards preſerving #4 
pound ſterling invariable ? ©  -. 8185 
Axsw. No: but ſeems to be the beſt a to material money, — 


A ſcale of value realized in metal never can be exact; becauſe the metal 


itſelf varies in its value, . — 
1. From the manufacturing of it. 2. From the inteeſtof money 3. From | 
the manners of a people, 58 


The only exact ſcale of value is that which can 1 meaſure the metals like 
every other commodity, 5 
Explanation of this propoſition, by an 3 | — 
And by an application to the bank of Amſterdam, | 56 
How the locking up the coin in that bank renders the value of it more table, — 

Quzsr. 5. Will not the {Onion of coinage in England frequently ſtop 


the mint ? | 57 
Axsw. Certainly: when the balance of trade is unfavourable, — 
But this is an advantage to England which France now enjoys, - 0 
The coin of France paſſes in other nations above its N as a metal, and 

returns to France unmelted, — 
Quxsr. 6. Is not this return a loſs to France? | — 
Intricacy of this queſtion, 7 | og 
Reſolution of it, | | F497 
It is no loſs to France, | | | 60 
Another view of this queſtion, — 
Quesr. 7. If by overrating gold the Engliſh loſe cheis ſilver, why ſhould 

not France by overrating ſilver loſe her gold ? G1 
 Answ. Becauſe the Engliſh rate their gold above the value of it in their 

own market. The French do not fo with their ſilver, — 
How the proportion of the metals i is kept nearly the ſame in all bd 

markets? 62 
Becauſe when home demand diſturbs the PIN . nn brings 

it even again, — 
Coins of gold and ſilver ſhould be e eee at the rate of the market 

at home, 63 
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- © > Why is the proportion of che mean ant in Europe and in Afi? — 


Anſwer to this, 1 b 
Quksr. 8, Is ie the e of tinces- eee e eas of their 
| coin? LY; IO < 4 
Axsw. It is their immediate intereſt Aae es neee 
intereſt to raiſe it when creditors; bur always unjuſt, 0 "ay 
Who are debtors and vrho creditors; and how Princes who incline to rob 
their ſubjects may avoid robbing themſelves at the fame time, 65 
- FErxampleof. neren his enemies, 
2 not his ſubjects, — 
Writers againſt this practioe have uſed wrong arguments: to amade Prince 
from it, | 66 
The proper arguments againſt are three, 1 50 67 
1. It diſturbs the ideas of people with regard to value, FOE 
2. Tt either robs the claſs of debtors, wanne 8 
3. It ruins eredit, — 
This laſt circumſtance will probably put an end to the practice, — 
Quxsr. 9. What is the beſt form to be given to coin? — 
Difference between medals and coins, PR 
Of indenting the impreffion, ow 
The leſs the ſurface, the wearing is the leſs, 68 
The advantage of having heavy pieces for the greateſt part of the coin: yet 
ſmall denominations are uſeful in ome caſes, for preventing the riſe of 
prices, — 
Mixed metal better than copper for ſeal denominations, as appears Gow 
the practice in Germany, — 
Mixed metal never to be bagged up with fine, „ 69 
Cnar. VII. Of the regulations obſerved in France, with regard to 
coin, bullion, and plate, | 70 
The marc is the unit of French weight at the mint, | — 
The remedy of weight upon ſilver, what ? | . 
The ſtandard of fine neſs is 11 fine to 1 of alloy, | 
Remedy of alloy, what? | 7 3 FR 
Quantity of fine ſilver in a marc, as it is delivered at the tine, | 71 
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| Mint price of a mare of fine fiver, — 
The price of coinage 84 per cent. upon ſilver, — 
Remedy of weight upon gold, 5 * 
The fineneſs of ſtandard gold, 72 
The remedy of alloy upon gold, — 
The marc into what coined, _ . 
Mint price of a marc of fine gold, EL 
The price of coinage 84. per cent. upan gold, 5 —_ 
Which no way ſtops the mint, 2353 95 
Of the proportion of the metals, 73 
Ho to diſcover it, | _— 
The proportion is as 1 to 14.47, — 
Gold contained in a louis d'or, and ſilver in a crown of 6 livres, 29 
Proportion of a French grain to a troy grain, As 
Proportion between the louis and the guinea, 74 
Of the fineneſs of French wrought plate, _ 
Goldſmiths profit by the impoſition of coinage, 75 
And never find the mint in competitian with them for the metals, | ER 
Advantages of the French regulations, _ 
High price of bullion in the Paris market during FR year 1 *. 76 
Preſent ſtate of the wearing of the French ſilver coin, 77 


Cu Ar. VIII. ot the regulations obſerved in Holland, with regard 
; to coin and bullion, 78 


Preſent ſtate of the Dutch currency, | — 
Regulations in the Dutch mint, | 5 5 
Their unit of weight is the marc Hollands n. — 
The remedy of weight on ſilver, ; | — 
The — of ſilver is different in different coins, — 
Florins are + fine with one grain of remedy, _ 
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 Gtſequences f ee the Price 'of oe oe and the Duty of 
Seignorage upon the Coin of a Nation, ſo far as they affect the 
| Price of Bullion, and that of all other Commodities. 


HE political oeconomy of modern ſtares is ſo involveu with 
the intereſts of commerce, that it is neceſſary at every ſtep 
we make, to keep in our eye the combinations which ariſe from 
that quarter. | F 
Whatever tends to ſimplify an intricate theory, greatly aſſiſts the 
mind : dividing this book into two parts, ſeems, as it were, dividing 
the burden it has to carry: the principles already deduced may there 
ripen by a ſhort pauſe, and the analogy of the matter which is to 
follow in the ſecond part, where new combinations are taken in, 
will recall them to the mind and fix them in the memory.“ 
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Nine: Hyery merchandine. when Ronfidearderbs: itself, hond der: 


meaſured by its:owdtancaſure;/pld br; grains) liquors: by gallons, | * 
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LEt us m ſuppoſe acquany: where che invention of coin is pat The firſt a- 


trod uctioa 


known and where a yam: cloth ofiiq-cenain quality, is com- Feng 
monlx ſalul fer 100 grainnpf.cither fil verw no matter Which. ad fl. 


The ſtate falls upon RheiVven,E“G ein,] ehe NH nene of 
which; every body »underfiands, 1 ſuppoſe, ooſts 
ics, are ordered to be 
nbi co 


bought Wich it Lask, wWhatꝭ eſſe 


that the cloth ought in reaſon 48; fall a per cent. that is, that the 


price pf à yard oughit to be à coin af;g8 grains. . Here, is the reaſon. 


He who formerly had che 309 grains, had-the, valuc;of.che.yard/of 
cloth, and could change che one fen, the other when he. would. 
Noche bas the 100 grains, but be muſt, giyg.two, grains, to hae it 
coined, before he can buy; becauſg after;this, invention. people will 

nat truſt to the weighing of private people, ;ner-jathe uri of he 
metals; but they will believe, upon tho guthority ab, the, ſfamp. 
that in every piece a certain number of grains of; rhe, fg meal. j5 
contained. He, therefore, ho has a coin, gf ys. grams,,.comes, t 
the,merchant,; and, offers. him his coin for his) yard of glothz the 
merchant. demands a ein of 100 grains, favs ther other, eſe, 98 


| grains which I give you in coin, coll me.. two grains ga have their 


weight aud finenels alcerrained ;.and if you, Fibu tg rc pf me for 


h I havg paid for, this manufgchuze, which, q gffer, you for, your 
cloth, I may,with equalreaſon rgtuſe . pu Ny what you paid 


for weavibg, your, wool, info, cloth; , Now finger), hu DRYING LO 
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Pay the wearer, fo, Fo üg e MY PSY k p 1 


quge upon che price of che cloth, Scrording rig decty and wich- langt 
gun taking in any other combination of cih ͥ ange, Lanfwer, 
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the mint. The merchant, convineeUby tliis- reaſoning,” takes the 
piece, and as ir circulates! from hintao/ hand;' every.cohmodiny 
gien im exchange for i e eee _ nnen to w_ 
Sunn, of metal it was worth before 1 i Drts 

Farther, if: by the laws and cuſtoms or Acme i iu abe 
lutely neceſſary for buying and felling, tliis coin muſt be had; and 
if there be but one perſon who can make it, the priee he thinks ftt 
to demand for iv is tha only meafure of tire vatue'of fabrication. 

The grains of the metals, therefore, in the coin, muſt riſe in their 
proportional value to yards of cloth, and to gaHons of liquor; in 
proporxiom to the toſt of coinage, as, rhe pounds of wool and filk 
muſt rife ini their value in proportion to thèir manufacture 
From his it follows, that ſince the value of coin malt riſè in P 
portion to every commodity; it muſt alſo rife with reſpect to. the 
metals it is made of, juſt as wool manufactured a 3 
10 Wool which- is not manufacture. 

No let us ſuppoſe that a Prince finditig mae he has — 
privilege of rag coin, Hall raiſe his Ene rol water to * rr 
cent. what will the cönſequence be? 

he ſirſt ebnſequence of this will be to ! or at leaſt to per- 

plex the ideas of his ſubjects with regard to coin, and to make them 
believe, that it is quad Ramp, ad Hoo the n ann eonſtirutes 
the value of itt. 

The next eee will be, to reduce: ile price of the ante 
cloth, which was worth 100 grains of metal before the invention 
of coinage, from 98, where it ſtood, to 92. Now let us ſuppoſe that 
this country, which we ſhall call (F), is in the neighbourhood of 
another Which we ſhall call (E), where there is both cloth of the 
fame quality, and coin of the fame weight and, fineneſs, which 
coſts nothing tor the coinage. In the country (E), :ceteris paribus, 

the yard of cloth muſt be ſold for 100 grains, as it ſold formerly in 
the country (F) before the coinage was impoſed. If the country 
(F) wants the cloth of the country (E), the cloth they demand muſt 
coſt (F) 100 grains the yard. If the country (E) wants the cloth 
| * of 
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of: che country (Y) rhis cloth will alſe caſt. io grains becauſe to 
procure a coin of 92 grains of the country (). (E) mull pay; 8 grains 
for the coinage, which. raiſes/the price of the cloth tq too grains. 


Let us now fuppoſe, chat for, a certain time the country (F) has A wrong ba- 
abſolute occaſion for che cloth of the Suntry (K). The merchants trade raiſes 
96.(F) ho carry on this trade, mull ſend hullieg to (E) to pay for ne price of 
this cloch. But the merchants: of, the county (F, who. deal ; in bu]- bs value of 


lion, perceiving the uſefulneſs. of it for ithis grade, will then, raiſe ' 
the price of the 100 grains of it aboye the 92, grains in coin (the 
common market price of bullion before this trade was known), and 
accoxding to the demand made fer the foreign cloth, the, bul- 
Hon wil-rife in the: country (E), until 100 grains of it became 
exactly worth 100 grains in coin. The bullion can never riſe 
higher ; becauſe at chat period, the coin itſelf will be exported for 
Bullion and the country of (E) will accept of 100 grains in their 
coin as willingly as in any other form. Nor will it ever fall lower 
tan 92 grains; becauſe the mint im che country (F) is always ready 
to give that price for all the bullion ich is brouglit to be coined. 
Here then is a caſe, where the coin is made to loſe all its ad- 
vaneed price as a manufacture, and this is owing entirely to its, 
being a metal as well as a money of accompt. f 

Now as the coin has loſt this additional value, by a ace 
purely relative to itſelf as a metal, there is no reaſon „ 
me ſhould fink in value along with it. 


The conſequence; therefore, of this 3 ought 5 8 aud be 


às the merchandize, b4//i5n, has. got up 8 per cent. witlꝭ regard to tha 


coin, and as the price of alt merchandize ought to be in proportion the price % 


commo- 


to the grains of bullion to which that price amounts, the revolution dies. 


having anmihilated the 8 pr cent. advance upon the coin, ought to 
have the ſame effect with reſpect to prices as if coinage were given 
gratis, as in the country of (h) that is, the yaH oH Cloth ought at 
this time to coſt, in thio country uf (h 109 wine! CHEF ob coin or 
yl ee e fince they are of ho rr Wee | em, | 
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MEN EO 79 the coin which is the price of the manufacture. 
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die char the. cen Meyle ae 1 fs Former price becauſe 
then no body could ſay that 80 coin of 92 grains had colt, (299,10 
procure it. to aonmigd ads nt 2200815 97: vi ,word 99} ov | 
Huf this, theory does. not bold in SIA nor can it poſſibly 1 
35-l9ng as, the, gregtęſt part of a people are, ignorant of, and gycn, 
ng feet tbe revalurions,ws hays been here deſcrihing, 11d | 
How traders . The price of hullion is entirely pegulated by merchants, who haye 
operation * the, whole correſpondence. in their hands. Jt, riſes; and, falls in 
ot theſe = copneries where roinage is impoſed, in hin te the fate of 
while the the balance. of, trade. at, the timen -The ſmalleſt riſe, or fall, in 
demapd-for bullion..in the markety,is ugly make hs the 


trade conti- 
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certain time ; and of this interval merchants will bee Profife 
Ter the 9 of bullion riſe, they . ſell to ſtrangers ” 
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attaclred to the dendmariohs of coin; — t . 
prindples point ot, day mort than projectiles deſcribe parabolas, 
or that machines operme! the effects; which hy calculation they 
ought to do. The feliftante of the uir in one caſe, the friction of 
the parts in the other, tend to renden theory ineorrect. Juſt ſo here, 
' our theory repreſents prices as riſing ani ſinking in the moſt har- 
'monious proportion together with the metals; but in practice it is 
not ſo. They have their frictions and political reſiſtances, which 
only render the theory idetafive When every circumſtance is not 
combined. A good gunner muſt calculate the wen of deu 
upon his bomb, or he never will it the mark. 1e ti 
We have already ſhewn how the intereſts of lee pad ee 
rend to obſtruct the due ſluctuation of roy wi muſt . He in 
other combinations. „ 7 . 
Althougli this be not a 15 plate to reſume A Aiſcuſſion of whe 
particular theory of the riſe and fall of prices, yet ſtill ſomething. 
muſt be ſaid upon that ſubject, m onder t to 3 _ ne we 
are upon to ſome fort of ſolution. 1 
How profits, Firſt then, it will be agreed that it is "rar eaſſer to be a price 
confodat® riſo, than to make it fall. 1 believe I night take this for granted, 
col. without giving the reaſon for it. At all times, a Price which has 
long ſtaod low, may be made to riſe ; but it is next to impoſſible to 
make a price which has Tong ſtood high, to fall in the fame man- 
ner. Here is the reaſon: Let me ſuppofſe the yard of an extenſive 
manufacture which occupies a number of hands, to be worth 10 
grains. The workmen here live nearly at tlie ſame expence, and [ 
ſuppoſe them to live upon thie profits of their work, when they fell 
at 100 grains? a yard. The price ri riſes to 120; Here is an additional Pro- 
ſit of 20 grains. If a ſudden turn ſhould diminiſh the demand which 
raiſed the price of the merchandize, it will fall to che old fate with- 
out much difficulty; che workin \ will conſider the 20 grains ad- 
dition as a precarious profit upon which they cannot reckon : but 
let the price of 120 — reniain uniformly for ſome years, the 
20 grains 
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#* grains will ceaſe to be precarious profits ; they will conſolidate, | 
as we have called it, into the value of. the merchandize ; becauſe 
the workmen, by having long enjoyed rhem, will have bettered 
their way of living; and as they are many, and live uniformly, 
any thing which obliges them to retrench a part of their habitual 
| Sande is ſuppoſed to deprive them of neceſſaries. 
I.h)his is ſufficient, as a hint, upon a ſubject which 1 out and are pre- 
into an infinity of different relations, not at all to the preſent pur- mend 
poſe. But it is very much to the purpoſe to ſhew how the impo- 8 
ſition of coinage muſt, on many occaſions, have the effect of at- 
taching the price of commodities to the denominations of the coin, 
inſtead of preſerving them attached to the grains of the metals 
which compoſe them, as in theory they ought to be. 
When wars, e. g. occaſion a wrong balance to continue for many 
years againſt a nation, this keeps coin at par with bullion for a 
long time. Is it not very natural, that during that time manufac- 
turers ſhould eſtimate their work according to the coin, and not as 
formerly, according to the bullion? The conſequence of this is, 
that when peace returns, and when coin begins to riſe above 
the price of bullion, the manufacturers ſtick to the denominations 
of the coin, inſtead of deſcending in value (as they ought to do by 
theory) along with the bullion, What is the conſequence of this? 
It is that the prices of manufactures for home conſumption, and of com- 
modities peculiar ta the country, ſtand their ground; that is, prices do 
not deſcend, and cannot be brought down by merchants. 
But as to manufaſtures for exportation, which are not peculiar, but are torn 
but which are produced by different countries, their prices are reigs 3 
violently pulled down by foreign competition; and the workmen petition 
are forced to diminiſh them. This hurts them effectually, not be- eee 
cauſe of the diminution of the prices; becauſe, properly ſpeaking, 
this diminution is only relative to the denominations of the coin; 
their grains will purchaſe as many grains of bullion in the market 
as before, but not ſo much coin, and conſequently not fo much of 
any commodity which, by the principles juſt laid down, . have 
OL | C attached 
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attached themſelves to the denominations af the ooin, and have 
riſen in their price along with ib.) e Dom 

From tliis ſhort expoſition of à very intricate matter, we may 
conclude, that tlie impoſition of coinage does not raiſe the price of 
ſuch merchandize as is in common to ſeveral nations, and Which 
trade demands from euch, without any competition with the na- 
tives; that is to ſay, the prices of them ſtand as formerly with 
reſpect to ſtrangers ; becauſe although the prices be made to fink 
at home, with reſpect to the denominations of the coin, yet 
ſtrangers, being obliged to pay for them in thoſe denominations, 
are alſo obliged to pay an advanced j price for the coin, in order to 
procure them. This is the price of coinage, This, I confeſs, is a 
little ſubtil, but I believe the reaſoning will be found juſt. 

On the other hand, when trade extends itſelf to other commo- 
dities, to thoſe, I mean, which it buys in competition with the 
natives (and which are made to riſe and fall from the viciſſitudes of 
inland demand) or to ſuch. commodities as are peculiar to the 

5 country; in theſe caſes, I have little doubt but the prices, once 
raiſed and continued high for ſome time, attach themſelves to t 
0 1 6 5 denominations of the coin, and riſe along with it; that is co = 
. ceoinage is included over and above the price which che merchap- 
dize would have born had no coinage, been impoſed. _ 
How this The concluſion I draw from this reaſoning, is, that the i irnpol 
deal to, of coinage has not, in fact, the effect of reducing the prices of 
how the commuodities/to. fewer grains of bullion than before, exceptin 8 thoſe 
demuify of ſuch, commodities as are ſold in competition wi ith,c ger, . ; 
HO. and even then it may be faid, Mk t is, merh the fra ofi tion, of f the 
| coinage, but the competition wich nt N SE whac reduces th em 
to the minimum of their valpe, as, v well Las th 10 198 Pons of th il We 7 5 
work in them, to the minimum of a pf y lig ar pie laſt 
circumſtance ſhews why, thoſe who work N 1720 Ire) En exportation, 
are the pooreſt claſs of. all the. ahne 1 f "Have, but che mot 
;uſetul to x, at the ſame. tin ” by: Erle F. Re N e 
truth of theſe concluſions. I ſhall here by ch e bye ob 1 as 
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the ſtate is malle to profit: hy the diminution of the profits of this 


moſt uſeful claſs; as ſhe receives the coinage which ſtrangers 
pay, and which is really deducted from the manufacturers who 
ſupport exportation, ſhe 'ought to indemnify this claſs (as may be 
done in a thauſand ways; by premiums, for example, upon expor- 
tation) out of the profits. ariſing upon cojnage, inſtead of making 
coinage free, to th evident loſs of the nation, and benefit to ſtran- 
gers; as we ſhall now ęendcavour to prove. 

ITT 110 50 40 enoiis aunomnsy 2:11 21 104151 ieee on 28 


Onda Mors 111 A191 Tc ot V q S > 52811 £9 grits 23921611 


* 


2 


Die Hi ,,qOD © 777 787 22 1 bs £15 NE wy Dogdo ONs un 


4 ; 5403 a 11 T 7 CI 54 5 | 1: 4 us i 4 *34 111 21 41 : S234 = [LB Fifi 3 + ty > 
i114 561 o 1G N Fog” th II. It 110 110 4 k 9 
100 10 r : 2092 12 3135 s bus 5 15 ¹¹ i } 110 


2 the Influence. which the tmpoſong dle Þ rice, of ,Coingges 


and the Duty of Seigniorage in the Engliſh, Mints, will: bove han 
n . 1 Eecbamxi and Trude of Great hritain 
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1 the preceding chapter we have examined very” ns dadtioy, Theory of 
1 into which ſuch a number of eircumſtafides have been - ice upon 


bined, depending upon facts, that little ſtreſs id t be lad upon exportation. 


ſeveral concluſions which have been dn n kt Vale they be 
approved by experience. 62 INOUE VAL 1141305 IffT n+ 
Ler the beſt workman in' Baden make a 3 * cannot de- 

pend upon its being a good one, until it be tried; and when that is 

done, the application of his theory will enable him to diſcover all 
the defects and i egularities 3 in the movement. It is juſt ſö in poli- 
tical matt . ' The torte of theory is nor ramcient to form x good 
plan; but it is. uſefu for diſccvering many falilts Whith would not 
have been foreſeen without it. The more Extenſive, therefore; "arty 
1 is rer fb the more it is uſeful for theſe ptirpes. It is pro- 
per onl ye obſerve Kl lde mote chf pltrated aby principld ot ãt | 
is, t he le fs de ependante cay | be had upon its e ava "_ 
\ 1 
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ho elt le invpoiible xmluyidown  diffintt\chemrjofor the vitbrant fall | 
Sf the prices of all ſorrs: uß orm tioticies im n/narion/ſuct e Great 


fi 7 
25 


Britain. All that can be/faidiwittuoerrairityy is, that oompætition on 


_ the part of the con fumengf w make rthem miſe and that compe- 


XL 18 « 


rition:0qg the part of ne furniſhers will make them talluNow:rthe 


competition among th furniſhers maybe remuced to theory lbe- 
cauſe it is fixed within determinate limits, which it cannot exceed, 


and is inffuenced by this prinqple, viz that when profis are xe- 


T da guss to the minimum (chat is to th exact phyſical meceſſary of ihę 


11 


0 


Workmar) all oon petition amongifurniſhers muſt ceaſe . 


But 'the competition among conſumers is fixed within no deter- 
minate limits: ſome demand to ſatisfy phyſical wants; otliers thoſe 


of vanity and caprice Moſt inland demand for conſumption is of 
this kind, and conſequently it is impoſſible to foreſee what effect 
the im poſition of cbinage will have upon the prices of many rom 
motdlities? perhaps they will fluctuate with bullion; perhaps they 
will adhere to tlie denominations of dae e e alone 
cun bring this matter to light. 3 

ut. wirf regaid to ſuch — 4 as are the object of foreign/ 


trade, prices art inffueneed by certain principles on both ſides. 


Jas: 3 bo 


Metthants; not the confumers themſelves; are the demanders here. 


Neither vanity or'caprice; but profit; regulates the price they offer. 
Thus it is, that ab all competition among furniſhers mult ceaſe upon 
the reduction of profits to the minimum, ſo all demand from mer- 
chants (wlio in this caſe repreſent the eonſumers) maſt ceaſe, ſo 
ſoon as prices riſe above what they can afford to give, conſiſtent 
with their minimum of profit upon the ſale of what they buy i 
errhe degtee, therefore, of foreigul competition will. alone regu- 
r of ſeveral/ exportable commollitics,c and of conſe- 
quence the proſits of ſuch as are employed in them; as has been 
ſaid. This premiſed; we come to examine the influence which the 
im poſitien of ceinagè would have upDthe coe of exchange and 
hl erte, ni Aorfiird 5d; 8 rage Jo _ ale 2(l1 01 g b1022 5 
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nn fpeaking of :exchange, lol fam as civabfiugnces (the-degiſignzo How the 
this: queſtion, ove-muſtrhrowoiitaliextranconsciteWm BANS Ab exchang: is 
endeavour to reduce it to the:plaintſrtheary, ß le. 
ↄ When one nation pays to ansther the pricerof 3 buy. ti 8 
interpoſition| of bullion is unavoiddblez/and the whole! operation 
cotiſiſts in comparing the value of dom withitheakae: of —— 
in the one and in che other. ieh nidire et 939 
Suppoſe France to owe to England roop pound — re; Price of en- 
gulates exchange here, is the price. of buBjanimParis and in Lon: haf; 
don. The French merehaiit inquires firſt;; what; ia the quantity of 
bullion in London, which at that time is aqual tothe ſam he wants 
to pay? And next, hat that quantity of bullion coſts to procure. in 
the Paris market? Upon this the par of exchange ught to be regu- 
lated, Whatever is given more than this quantity; is che, price; of: 
tranſportation, when the balance of trade is againſt France What 
ever is given leſs, may be conſidered as the price of tranſportation 


Which the Engliſh would be obliged t pay were the balance, 


againſt England, if the French merchant; by ſending his. Paper to 
London, did not ſave them the trouble, by diminiſhing i far the 
balance againſt them; and of this he profits, until che balance, 
turns to the other ſide. Now let us leave the price of tranſportation 
out of the queſtion, and conſider only how the impoſition of coin: 
age, by alleQing the price of. bullion, WI} ahne the are of 
exchange: | |: - Tres 2111 01 10 noifÞoby. 5: 

We have ſeen how dhe annette ot coinage readers the price of Where coia- 
bullion: ſuſceptible of a variation in its price, equal to the amount 5 _— 
of the impoſition. Wherever, therefore, coinage; coſts north ung, ougbn to be 
there bullion and coin muſt always be of the ſame value, This invariable, 
would be the caſe in England, without doubt, were the metals in 
the coin exactly proportioned, were all the coin of a legal riecht, 
and were neither melting down, or exporting made penal. 

Ihe bullion, therefore, in Franee may vr g fer cent im its pricc, and fon. 
according to the balance of trade; che bullion in England muſt be gun fee 
| ſuppoſed invariable, let the balance ſtand as it will. impoſcd. 
ph | 5 According 
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Bullion in According to this repreſentation of the, matter, may we. not fay, 
geben can that bullien in England i is always at the higheſt price it ever can he 


in France, in France, ſince it is at the price. of the coin! Is not this the con- 


dition of France, when the e of her trade, is the moſt unfa- 
vourable it poſſibly can be? „slug91 963 919% rs Md 
becauſe the If therefore England, berfelf, contributes to keep the price of her 


price of it js 


kept up by bullion higher than it is in France, is not this an advantage to 


dhe miatz France, ſince France can buy the bullion wich which ſhe pays her 


Engliſh debts cheap in her o.¼]n market, and can ſell it dear in that 
of her creditor? Is there not a profit in buying an ox cheap in the 
country, and ſelling him dear in Smithfield market: 


and is allow, Now why is. bullion ſometimes cheaper in France thaw in Eng 
ed to ta 


France 8 per land? 1 anſwer, that in France it is allowed to fall 8 per cext. below 


8 the coin, and the King only takes it at times when no body can;get 
a better price for it: and that in· England the King gives always epin 
for bullion, and by that keeps the price of it from ever falling 
lower. Let the Engliſh mint pay the pound troy ſtandard ſilver at 
the rate of thirteen ounces of coin, .the price of bullion in Caron 
will always ſbe vr dearer than the coin. 

WM When bullion in France falls to 8 per cent. below the coin, it is 
carried to the mint: when it is worth more no body carries -y to 
be coined. 


The viſc te- No body in France. (except upon A general coinage) is Genoa: to 


gulation. 


regulation, to permit the operations of trade to reduce, as low as 
poſſible, the value of that commodity with which all they owe is 
paid, and this more eſpecially, as Hs, fall of its price is a proof of 
the proſperity of their trade. e e 
If, therefore, it be ſuppoſed, Thar che mifen of having: a material 
money for a ſcale of value, is, chat the dęenominations in, the coin, 
and not the grains of the bullion, myſt meaſure the,value of com 


moditics for hone conſumption ; then at follows, that the variations in 


the price of bullion, ſhould r price of co modities. 5% 


0 


ſell their bullion at this price. Is it not, therefore, a very. wiſe 
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his is à quERioH, howrdeef WHERE US Hat Pretebd td deter- 
mine, and Tapprchend that Hothffig Br ex ferithte iH Tefblee lit. 
Now et'me conſider the difference theft is bete the tratte of England 
France and that of England i mAtHferf nö, tank; Aid What Would lolo. by this 
be the caſe, were the regulations of the Sint thi" fie Hf Both 8 per cent, 
irie 492 01 2917 MING? Moos baskgad 97 * 2) { . DAE, 
- Fittal-ſuppoſe that England bitys 6f Freticti"goolls as much a8 5. 
may be paid with one thouſand pounds troy weigtit of Engliſh gut- 
neus. Lask for what weight of Frenelf lot Perot = & France buy 
of Engliſn goods to make the balance even? Will t riot be abt. 
ſwered (according to the ordinary method of calculating che true 
par of exchange) chat if Franee buys for one thouſand pounds tor 
of her louis dors (ſuppoſing the guineas and the louis ders of tlie 
ſame ſineneſs) that the balance is even Ino ga ad bus IO? I] e Be 
1 it not true, that England muſt fend” this thoufitid pounds 
weight either in gold bullion or in guineas, and is it not the ſame 
ching to the Engliſh merchant to ſend the one or the other, pro- 
viding the guineas be full weight? 10 nf nun 10 * MM 
But when France comes to ſend the thoufdhd” poutids weight f | 
her louis d'ors, ſhe finds at market à chöufand pounds weight of 
gold bullion 8 per cent. cheaper, and this bullion is as good to the 
Engliſhman as if he had got the louis d'ors. 92103 9d | 
let me ſtate che caſe otherwiſe” Suppoſe France bays HE RHMn ggg 
for 1000 pounds weight of her guineas in Virginia bated; dh-t 
that England buys in France for 1000 pound 3 weight” ot het 
louis d'ors of Bourdthux chirer. Is not this callet par- Willi hüt 
France” p#y her debt to EHgland with 10% pH of gold bib) 
| Whereas England muſt pay 1080 pounds to Fratice? Becfüfe & cos 
pounds weiglit of her jus dots; is worth in France re pounds 
of any bullion ef the fume ſtandard. The to pomds then co. 
penſates the 1e pounds; the 80 pdunds oer müſt be ſent to 
France, and the carriage df this duhntity oily muſt be paid fot 
ceording to the princi pies bf ench inge foillyd 10 017g 2: 


— 
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lere is evidently a balance of trade againſt England of 8 per kent. 
A e above the real par of the metals. ill any body ſay that the 8 pen 
cent. is paid for the mornin — 80 ee of e * 
: Certainly not. 0473 Bend 22. 26Þ 19513 0p nay; "Firth 5 
"Now if the Engliſh moulddeclare 3 "I dition 200 
coin neither gold or filver bullion for any perſon, but at the rate of 
9 per cent. below the value of the coin; and if it be true, that this 
regulation would have the effect of ſinking the price of bullion, on 
many occafions, to 8 per cent. below the coin; in that caſe; would 
not the Englith and the French acquit their debts of che 1000 
pounds weight of their reſpective coin upon the ſame conditio 
In this caſe, would not the price of exchange vaniſh, nee e 
would be no bullion to be ſent by either party! But inthe firſt caſe, 
would not England be obliged to ſend 8 per cent. above the quan- 
tity of gold bullion ſhe received from France, and would not the 
tranſportation of this coſt money, and would not this tranſportation: 
be marked by a certain price of exchange, and conequently; » would 
not the price of exchange riſe againſt England? - | 4 
But to this it is objected, that by the former example, chi few 
change marked 8 per cent. againſt England with great reaſon; be- 
cauſe it is plain, that there is a balance of 8 per cent. againſt Eng- 
land, ſince ſhe has ſent that proportion over to France in bullion. 
very true. But had England, inſtead of taking to the value of 
1000 pounds weight of louis d'ors in claret, taken only for 100 
pounds weight, the exchange would have ſtill marked 8 per cent. 
loſs; becauſe the 100 pounds of louis d'ors muſt be paid with the 
108 pounds of bullion, although England by this trade has evi- 
dently gained 892 ur of * n en * ſend her 
as a balance. | gen ©: bn ih 
As matters of fact, when men hal 0 de W an greatly 40 
confirm theory, by forming a ſolid baſis whereupon-to reaſon, I 
ſhall here Profit of done which has fallen into my hands, and by 
e it to the p preſent queſtion, AA ine 
tional force t to this akt 152 
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Mr: Cantillon, in his dualyſe of Trade, which ſuppoſe he under- and at 2 me- 
ſtood by practice as RIO the following. paſſage | be 


L * 


FThe courſe of aca bees Paris 7 Londin gee the year fact. 
Aas, has been at a medium price, of -32 pence. ſterling for the 
4 en bf three livres; that is to faz, we pay for this French 
erown of three livres, 32 pence ſterling; when calculated on gold, 
when in fact it is worth but thirty pence and three farthings, 
which is giving four pounds in the hundred for this French mo- 
* ney ; and confequently, upon gold, the Hey of trade is 4 per 
* cent. een Rea. in fare of France. 


3 


| . to the common rule, to wit, gold bullion 3 15 bul- 
lion in the coins of both nations, where both are of legal 1 5 
and he finds that there has been, theſe Hhirty, four Years paſt, a ba- . 


lance of 4 per cent. againſt England. , _ , 15 
No according to my theory, this is exactly What the coinage, i in 


France ought to produce, ſuppoling on an Average, that je, {age 
had been at par. Here is the reaſots, {ho 
The coinage in France coſts 8 per cent. PE, 
When the balance of trade is en for France, cb coin is s wort 7 
Spe cent. above bullion. N e 44 15 a on wh 


Ihe proof is plain. Were unt 8 r. cent. above : bullion, no man 
Pr. ever carry bullion to the mint; becauſe No nint Price is 
8 per cent. below that of the coin. | 

When the balance of trade is againſt France, coin mult fall nearly 
to che price of bullion; tp lat he | 
guppoſing then that me balance of the xade of France (at A we⸗ 
dium of thirty four years) is found to have been at par, Will it not 
follow, chat at a medium alſo of heſe thirty four years, French coin 
muſt havenbeen at e cent, (che half of chen cine e) AE, bul- 


Wasa git 5 Hh, Dj pore from 
lirguce, ad Ae Rahe NN ze gl F the 
ſame weight and fineneſs in their ref 8 955 m nuſt 1 not © Eng. 
VOI. 11. | | D me "and 
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bed pars len often e e eee 
Ae to pay the coina 876 This reaſoning appears ron ve to me, 


h o am no merchant, bi who do by no means pretend to 2 per- 
ect underſtanding of thoſe. affairs; ; but I think this circumſtance 


is at leaſt of ſufficient importance to make the matter be inquired 


intg. Forthis purpoſe, I ſhall ſuggeſt a method of making th: edi 


cove 


Eaſy to be "Tf it ſhall be found, that Ex En; liſh draughts on Paris, « or French 
rap dhe Te remittances to England, ſhall at any time occaſion bullion t to riſe i in 

mapa pb arket of Paris aboye the mint price, will} it not be allowed t that 
—— ty ſuch a circumſtance demonſtrates that t the balance of 1 trade is Ben 


5 Paris mar- in favour of England lf at that fame time it thall be found, 


wad exchange. (when reckoned upon the gold as Cantillon has done) i is 
againſt England, will it not be a demonſtration of the truth of What | 


I have here ſuggeſted as a 1 50 worthy of examination? | my 
When bul- © For if the balance of tra 


bend o buy bullion to ſend to England, his is a proof that ſhe owes Eng- 


England, land : a balance; and if at the ſame time the Engliſh are paying. 


exchange is 


ant above the intrinſic value of the metals (in their reſpective coins) in 
What they owe to France, that additional value cannot be paid by 


France. 


England as the price of exchange, or to pay for the tranſportation 


of their bullion, but to pay the French creditors the additional va- 


_ ue of their coin above the price of bullion. 


Conſe f May we not alſo conclude, that in a kingdom ſuch | as England, 5 
exchange 80 where coinage is free, the courſe of exchange is no certain rule for 


rule of judg- 


ing of the judging of the balance of trade with France; but only of the value 


| balance of | 
trade, but of French coin above French bullion. All authors who have written 


only of x . upon exchange, repreſent the advanced price given upon bills above 
vin, the intrinſic value of the coins; to be the price of carriage and i in- 
ſarance, &c. in which caſe exchange, no doubt, may mark the ba- 


lance of trade; but if an advanced price muſt be given in order to 
put bullion into chin, or in other words, if the metals in the coin 


are worth 8 per du. more than any bullion of the ſame fineneſs, is 
it not evident that 22224 may be 19 0 E 6 xr dalance'of bul- 
1 111 WIW 07 anom S113 013 ! lion 


1 3 , 
logout 


be againſt France, ſo as to make her 


cnbr. . Or POLTTT * Fr 19 
non. fte another, althbüg mn e b e be, at — 2 Pa Kar 
8 pe per cent. above the rate of bird 114 the ſums the repays to the 


nation which is her debtor v upon the whole; that 3: is to tay, although 
ſhe be paying above the real par c of exchange ge, e Commonly cal. 


We at, , ed, 2 As D3 nsr Ogi, 4 
au} 8 1 4 294 £f3} 101 be Jigs Ir, 1 341 
If it be h objected that this cannot the ca e, becauſe e when 


the balance of trade is againſt the nation which impoſes coinage, 


their com falls to the price of bullion : 1 anſwer, that a balance e e 
may be againſt ſuch a nation, without producing ſo great 4 fall in * a 


1 31 


the coin. Coin is reduced to the par of bultion © only when the ba- 
lance is at the height againft : a z nation, and when it has remained 

ſo for a long time. WhO would give coin at a diſcount of 8 per cent, 

if there was a proſpect chat in a few e e 

it was to riſe to its former value | - 

Thefe are the reaſons which engaged me, in a former er chapter, 10 
to lay it down as a rule, that trading ſtates ſhould endeavour, 3 
nearly as poſſible, to obſerve the ſame regulations with their neigh- He 
| bours, in every thing relating to their coin. It is alſo in order t tO u 
facilitate ſuch a regulation, that I ſhall inſert, at the end of ths 1s? 
book, a very particular ſtate of the French coinage, and of what k 
can gather with regard to that of Holland, | | 

From what has been ſaid, it appears, that the common method of The real par 
calculating the real par of exchange is not correct, ſince it is cal- not tobecal- 


ulated 
culated by comparing the quantity of fine bullion in different coins, We nan 5 


and attributing the difference between the bullion paid for the pa- — 
per, and the bullion received in payment of it, as the price of tranſ- ws 07-1 40 
portation. This, I ſay, is by no means correct; nor is it poſſible i it . 12 
ſhould be ſo, unleſs bills of exchange were ſpecified i in the weight 3 
of fine bullion, inſtead , of being ſpecified in the denominations 

of the coin: an example will make this plain. 

Were a merchant in London to aſk of another who has a car-. 
reſpondence in Paris, to give him an order for a hundred yards of 
Abbeville cloth, and to offer him, in exchange, the ſame quantity of 
cloth of a worſe quality, would not the merchant to whom the 


D 2 5 propoſal 


#3. 


20: AN INQUIR@TANDGOTHE PRINCIPLESC Book WI. Paz” 


propoſal sia na iminediiudy cnlculute chè waluct uf / both um 


mo dities, and demand the difference of the value between.awhari 
ha was d Fr endö . wasorevente?; Could eder ttris dif- 


fexenco be confidered as an thing elfe than the difference between 


the real worth of thelcommotities?=[Burwere'they to exchange ar 


Ie ane hutfrdd)poiinds of fines ſilvor bullion; for the ſame 


Weight at Paris thenkf theancrehant:demanded one grain more 
tat he wag to gibe, it nuſt he upon tlie account of tranſportation; 
becauſe; weight! forweight>thers is not vat n e e wced 
teen qual weights of the fine meralss . 
Bills of exchange then, being all cn e in ee wee 
money of aecompt, realized in coin and coin changing in its va- 
lite with regard to bullion; it is evident that the real par cannot 
be com puted upon the bullion alone contained in the coin. 191914 
_—_ Af it is: objected, that ſince it is the courſe of exchange which. re- 
pulatcs, the gulates the price of bullion, all variations between nn 85 
price of bu: in ought to be aſcribed to that cauſe. | 4 
Auf“ Des Han ſwer, that it is not the courſe of exchange which W 
nicd eX- the prite of bullion; but exchange makes it en from the 


change only 


raiſes 15 | pricg td which it is regulated. bins 83 901. 21180103 
price; the 


mint price zarhe mint priee zegulates the price of bullion; and hate it will 


K nearly ſtand, while the balance of trade is either at par, or fa- 


Balance up- Yourrable to a euntry. Bxchange therefore, or a wrong balante, 
ban do wart G only make i rife ; and. ir veturns to where it was, by the force 


hn " 1 1 of another principle. 
proved b, In the next place, were 1 to Allo Mar the alakde of trade 85 


exampl 


8 Bb dee price or bution; it woult not onde that What is called 
NY ce eiche et par of ex is a rue to judge of che balance trade of 
A {arion; 18 Ir n6t Plan, that ff abc ber (Garple being at pre- 
ſent obliged t6 fendt great firms into Germany, upon account of 
the war” (eme 1986,) Fas reduced tHe' Pric ce of her coin to a par 
Wich bullien” trat dP nativfif wilt profit of it as mach in their 
trade weir Frunttef 40 if che“ Palänte wit become favourable, to 


dem nice che cure ot” erchdüge Will dien allwer according 
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to:the convrſion of bullion for bullion in all remittances to 


France. 20 n 34 10 52091914 ) 247 bag ob bas 1 5421 C433 
But were France at preſent to remit money to any other country, 
which has the balance favourable, and where coinage is paid, ſup»: 
poſe to Spain, while. the balance between France and Spain is 
ſuppoſed to be exactly even; would not the real par between che 
money of Spain and of France mark an exchange againſt France, 
for the value of the coinage impoſed by Spain? This is the reaſon 
why, in time of war, exchange between France and England ap- 
pears more favourable to England than in time of peace. But 
does inis anywiſe prove that the balance of trade is then more 
in favour of England“ by no means: for let me ſuppoſe the 
balance of their trade to remain the ſame after the peace as at 
preſent ; ãs it not evident, that in proportion as the coin of France 
ſhall riſe above the bullion, that the balance. ef trade ane uin F by 2 
appearance, againſt England: / 5 
By the balance of trade, I here nds CR a certain GO bt 
quantity of bullion ſent by one nation to another, to pay what wade, vba? 
they have not been able to compenſate by an exchange of their 
commoditics, remittances, &c. and not that which they compute 3 
in their bills as the difference between the reſpective Wale "As. 
coin and bullion in both countries. Hur 
How, then, is the real par of exchange to be egulaced, fo a8 0 qu ent 0 


determine which nation pays a balance upon the exchange of their 
commodities? 1 : 
Ll anſwer, To 888 that FO RR: let pan over all ths The 2 

commercial world be ſtated at 100, and let coin in every country huge © 

be compared with. it, according to the current price. In England, rg, 
for example, (were, all. diſorders; of the coin removed) coin mult iog value of 
always be as 190. In France, when the balance is favourable, 3 
108.27. In Germany (were che Eqaperor's late regulation with Ba- manent 


varia to be made BIO? at 101. And ſo forth, according to the the al. 


1 5 


4. 


above the 100, never can, riſe higher; and We more. the, balance. 
of 


; 
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Proof of 
this propo- 


litioa, | 


of/ their reſpective trade is unfavonrable 
verally come to 300 below which they never can fall. Theſe fluc- 
tuations will eonſtantly be marked in exchange; becaufe all bir- 
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the nearer They will fe 


cumſtances are exactly combined by merchants ;'but the batance' of 


be! 


33 þ 


$7, ret 


the trade will n marbes by neſton Pe ir made i vn from 
thefe proportions, . 


li off Fr it 


Let me Nene the tradeof, 1 ende upon the whole, 
by great commiſſions from Cadiz, and bullion at the mu time to 


be carried to the mint at 8 per cent. below the price 


: * OP. 


Let me ſuppoſe, that upon all the trade of ee 
there ſhall be, at that time, a balance of 2 per cem. ſent from France 
to England in bullion ; and 2075 ſpe TH” mee 


of 1 per cent. 


+ 9 * 


1 ſay, chat the par of owing ods Hngftatonts Trance i is 8 per 
cent. againſt England; and that the par ꝙ exchange between Ger- 


many and France 1s 7 per cent. 


I ſtate it at this rate; becauſe the 


balance being ſuppoſed favourable for the three nations, the value 
of their coin with reſpect to e e ougir to de i in peppor-” 


tion to the mint price. 


Ile courfe of exchange, Ae if it 1 a rule to judge by, 


ought to mark 6 per cent. againſt England; which I ſay is 2 per cent. 


in her favour: and the exchange with Germany ought to mark 
6 per cent. againſt Germany; which I call 1 per cent. in her favour. 


An example will make this plain. 


11 


Suppoſe Engliſh guineas, German carolins, __ French Louis, 
to be all of the ſame weight and fineneſs; I ſay, the real par in the 
example we have ſtated is, between Paris and London, 100 Louis 
are equal to 108 guineas; becauſe the 100 Louis are worth 10 
guineas in London, and 108 guineas are worth no more than 100 
Louis in Paris. Again, between Faris and Francfort, 100 Louis 
are equal to 105 carolins; becauſe 108 carolins are worth at Paris 


io Louis and 101 DDuis at Francfort are worth 100 carolins; 


conſequently, the diſſerence between 7 and 8 is the re par, to 
wit, 100 Louis for 101 carolins. Next, 4500 cg par between Lon- 


** 


4 


don 
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don and Francfort, here 10 carolins equal ror guineas; beeauſe 
100 carolins in London are worth 100 Fuineas; and tot guineas 5 
at Franefort are worth no more than rootarolins:' 

Now in the ordinary way of | reckoning the real par, the ma 
Louis; 100 carolins, and 100 guineas, are all'fuppofed to be of the 
ſame value, -in the three markets; and the difference between 
this ſuppoſed value, and what is paid for it; is 'fuppoſed to be a 
loſs. upon trade. In this light, the nation's loſs reſembles the loſs 
incurred by him, who, when he goes to the bank, and pays ten 
pounds ſterling in coin, for a bank-hote, ſays, that he has given 
ten pounds for a bit of paper not worth one farthing; reckoning 
the value of the note, at the real par of the paper it is writ upon. 

The general rule, therefore, as I apprehend, is, to ſettle the 
real par of different coins, not according to the bullion they con- 
tain, but according to the dullion . can 0! with W in 
their own market at the time. ny, | 

If 1000 pounds weight of Salden can mg at London 

1000, pounds. weight of ſtandard: bullion ; and that 1000 pounds 
of the ſame weiglit of Louis can buy at Paris 1080 pounds weight 
of the ſame ſtandard bullion; then the 1000 pounds weight of 
guineas is at the real par with 929 rn ie | 
Louis, and not worth 1000, as is commonly ſuppoſed. 1 

If the doctrine laid down in this chapter be found ſolid y if x no 
eſſential circumſtance has been overlooked, which ought to have 
entred into our combinations; (points left to the W 4s to way 
mine) then we may conclude, = 
imo, That the.courſe of exchange, in eee ** 3 
| culate the real par, is no rule for judging of :the: balance of trade. 

ada, That the great duty laid upon the fabrication of the French 
coin, either deceives tlie Engliſh nation; and makes them con- 
clude, from the courſe of exchange, that their commerce with 
France is extremely diſadvantageous: or, if it be really diſadvan- 
tageous, that it is the ene a duty: on N in the) | 
uch mint which, ecealions | * 5 emletrs i 
Kt It 


{ 


id beer Mv 


It is a queſtion belonging to the theory of commerce, and not 
to that which we are now upon, to Examine the nature of a diſad- 
vantageous trade, and to mveſtigate the principles pointing out 
the commodities which every country ought to encourage for ex- 


portation, en eee eee e 
f turn. | _ | 
Wig Application Upon theſe | princ ples the trade of England with Funde muſt be 


fth . 
pes to the EX ramined, and upon examination it will be found whether that 


. ik” trade be advantageous « or hurtful. Here the © ueſtion 3 is reduckd to 
Prang chis; Whether from the courſe of exchan ge it may be concluded 
that the balance of trade is againſt England, becauſe the French 
crown is commonly paid with thirty-two pence ſterling ? We have 
decided that it cannot. If there be no other objections againſt che 
trade of France but this loſs upon exchange ; and if it be true 
that this is no proof of trade being againſt England, but only the 
| | conſequence of her free coinage ; then it will follow, that England 
'1 Al may lay as many reſtrictions, duties, and clogs, upon the French 
Wl trade, as ſhe pleaſes, and may even reduce it to nothing, without 
ever removing the cauſe of complaint ; while at the ſame time ſhe 
may be ruining. a trade, which pays her upon the whole a great 
balance, and upon which trade ſhe has it in her power, by follow- 
ing a different ſyſtem in her mint, to render her exchange 0 fa- 
vourable as with any other 1 nation in Europe. my 
This point ſeems to be a matter of no ſmall importance to Ehg; 
land; ſince (from a miſtake in Point. of fact, into which ſhe is 
led from a deluſive appearance) a very lucrative trade, when con- 
ſidered by the balance it produces, may, upon. falfe principles, be 
proſcribed as diſadvantageous. "i 
Theſe queſtions, however, are not as yet conſi dered as entirely 
diſcuſſed, and they ſhall be a little: farther examined i in the e 
ing chapter. 
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Q UESTIONS : are here propoſed, which I do not pretend t to re- bag for x 
ſolve ; all aim at is to diſcover how they may be reſolved, 0 „ | 

Ik this i inquiry ſhall prove an incitement to men of better capa- 

city to review the fame ſubjects, who have more extenſive combi- 

nations, more experience, and better information as to facts, in 

that reſpect it has ſome degree of merit. | 

'T anſwer to the queſtion propoſed, that if the impolition of a a Suppoſi 

duty on coinage in England would have the effect of rendring — 

her trade with France more lucrative, then the loſs marked by the 


courſe of exchange is real, at leaſt i in part; ; if otherwiſe, it is only | 


kpparenc. 
What makes the. commerce with a any country lucrative, is the Principles. 


balance paid upon the exchange of their commodities. 


What regulates the quantity of commodities taken from any 
country, in the way of trade, is the wants of the country demand: 


ing; and what ſets the balance even, is the reciprocal wants. of 


the other country. Nations do not give up correſpondence with 
their neighbours, becauſe theſe do not accept of merchandize in 
exchange for merchandize, - -but becauſe they find their e 


in ſupplying their wants upon eaſier terms elſewhere. 


Every merchant ſeeks to ſell dear; and the dearer he. can ell, 
the greater is his proſit: that merchant, therefore, muſt thrive 
moſt, who ſells deareſt, and who at the fame time can aford t to fell 
cheapeſt, 

If an impoſition on coinage mall 3 England to ſell at | 


without depriving her of the advantage of being able to ſel] as 
Vo. = E cheap 


How the 
paying for 


coinage af- 
fects the 
profits on 
goods ex- 
por ted. 
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cheap as at preſent, then it will»follow; that an impoſition on coin- 
age will be advantageous; If it ſhall lay her under a neceſſity of 


ſelling dearer, and deprive her of the poſlibility of ſelling ſo cheap 
as formerly, then the impoſition of coinage will be hurtful. 

Theſe principles premiſed, as a foundation for our reafoning, 
let us firſt conſider the influence of coinage upon the profits on 
exportation; and then proceed to 1 into the W it has 
N en articles of wmportation: 

As to the firſt,” I muſt obſerve, that rogland, as well as every 
other country, has ſeveralarticles-of exportation which are pecu- 
liar to herſelf, and Others: which the mult ſell. in competition with Fo 


other nations. 


The price of what is peculiar is Idlerthitned by the competition 


of thoſe who furniſh at home, and the loweſt price 1s regulated 


by their minimum of profit. The price of what is common is re- 
gulated by the e Se of oe who furniſh from Keren 
countries. 

If the prices of what is peculiar hall remain, as before, attached 
to the denominations of the coin, after the impoſition of a duty 
on coinage, the competition of thoſe who furniſh will remain tlie 
ſame as before; becauſe prices will not vary; but the ſtranger, 
who buys, muſt nevertheleſs pay an advanced price for ſuch mer- 


cliandize, becauſe the nation's coin, with which they are pur- 


chaſed, will be raiſed in its value with reſpect to bullion, the only. 
price he can pay with.“ This is the price of coinage :: and this 


impoſition has the good effect of obliging ſtrangers to pay dearer 


than before, in eur of a benefit b therefrom to the 
ſtate. 194 . | 

Now, if it be obſerved'that- the Want made by this Engliſh 
for goods peculiar to France, (while theſe remain in France at 
the ſame price as formerly) docs not diminiſh in proportion as the 


loſs upon exchange happens to riſe; why ſhould we ſuppoſe that 
me demand for goods peculinr-00 2 diminith, tor a 


ſimilar reaſon ? | 
3 un If 


5 
a 
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If the rife, however, in the price of exchange ſhould diminiſh 
the foreign demand for ſuch Engliſh goods, by raiſing the price 
of them in the foreign market, this, at leaſt, will prove that 
coinage does not make prices fall proportionally at home; becauſe, 


if they ſhould fall, ſtrangers would buy as cheap as formerly : 


the prime coſt (as it would appear upon the accounts of their 
Engliſh correſpondents) would diminiſh in proportion to the loſs 
upon exchange in remitting to England, and would juſt compen- - 
ſate it: ſo upon the whole, the price of the merchandize would 
be the ſame in the foreign market as before. 

If the impoſition of coinage, therefore, be ſaid to 0 the 


price of Engliſh merchandize in foreign markets, it muſt. be al- 


lowed that it will not raiſe the value of the pound ſterling at home, 


by ſinking the value of commodities: that is to ſay, the prices of 


commodities will adhere to the denominations of the coin; and 
the coin bearing an advanced value, above _—_ it ware n 
ſtrangers muſt pay it. 

But will not this diminiſh the demand for Engliſh n Not 
;f they be peculiar to England, as we here ſuppoſe. | But allowing 
it ſhould, will not this diminution of demand ſink the value of 


the Engliſh coin, by influencing the balance of trade? If fo, it 


will render remittances to England more advantageous: conſe- 


_ quently, it will recall the demand. The diſeaſe, therefore, in this 


caſe, ſeems to draw the remedy along with it. my 
Now what appears here to be a remedy againſt a diſente,- is at 

preſent, as we may call it, the ordinary Englith diet, ſince it is 

linking the coin to the price of bullion, If, therefore, the. having 


coin always as cheap as bullion, can be- any advantage to trade, 


the nation is ſure of having it, whenever the balance is unfa- 


vourable, notwithſtanding the impoſition of a duty on coinage. 
Trade has its viciſſitudes, and all nations ſind, at times, that When the 
their neighbours muſt depend upon them. On ſuch e 8 


laroutable. 


balance of their commerce is greatly in their favou. b 5140 
E 2 Why; 16! Is 
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15138 not, oabevefora, amadventage have. alprineiplearihome;; 
which, upgn ſuch occaſοn i cdpableof:timini(hing with uarthe 
value of that mexchandizeqbullion) which) trangers, muſt give 
5 as. che prieę ob all theybuy? oqr 2110q79 och 201b99979 ονπνοναnf1d oi 
And how,  On.the other hand, the, fame. principle, ſeems cto fly co tha aſſiſi- 
favourable. ange of trade, when the balance becomes unfavourable; as. it) wire, 
. tually diminiſhes, to ſtrangers the price of all our commodities, by 
raiſing in our market the value of chat commodiry, (bullion). 
which they muſt give as the price of what they buy. 
This may ſuffice, in general; Upon exportation. It as! aint 
from a perſon not eee e as ſuch it is 'humbly 
| binds n to gonelgd Sidetiiorgtoa its eis SSH 
How the I now. paſs, to cke 13 par jas; bin meters to wit, he in- 
— -e-pe 8 which the impoſition of coinage has upon the intereſts of 
—. trade, when the queſtion is to purehaſe the commodities of other 
goods im- countries. Theſe operations are quite different, and i in examining 
19 this theory they muſt be carefully diſtinguiſhed. ls 
' When the We have. feen.how the impaſition of coinage, during the ee 
11 ahlg balance of F trade, Procures to the nation All advanced price 
upon the ſale of her exports. As long as it remains favourable, it 
muſt produce the ſame good effect with regard to her importa- 
tions, by ſinking at home the price of the bullion with which ſne 
muſt, pay for them. Bullion muſt, become cheap in the Engliſ 
market, in proportion as the balance of her trade is favourable, and 
in proportion as it is cheaper there than in other nations (with 
reſpect to their reſpective coins) in the ſame proportion, the nation 
has an advantage in paying what ſhe buys, or, in employing her 
| bullion fc or extending che fund, of her on commerce. 
And bow, Upon the other hand, ſhould the balance of her trade turn 


when un- 


tavolfable. again, hex, her bullion riſes, This renders the price of all fo- 
5 nen mexchandize dearer to che importers than otherwiſe _ 
„ + Would he; begaguſę they, muſt pay; them in bnllion. But this los 
1 % 3 ten conftancly, inchrred and when incurred, is not 2. 
214 | Bing, 33 laſs is upon the balance of the trade; but whether 
+ this 
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the price vF/ con che bulatice of the trade as Ju the Lame! New? 


if this wrong balance (which I Here ſuppoſe to proceed" only from” 


the imports excceding the exports'upo\ trade n general) renders” 


the burehaſe of foreign! Animas deter te che thenhiant, 


withour coſting mort . the Hulism zr is nt dhv o Für advaffn! 
tageous, that it diſcourages impOrtationjuſt ar che time they 
ought to be diſeouraged, and thereby may reẽs ſet the balance 
even again?: volt 16dvr 10 9011 21 28 9vig fl Noi oulw 


Thus I have endeavoured to analize the influente of this prin- 


_ ciple in the four caſes; to wit, upof exportation and tmportaridn; ! 


under a favourable and unfavourable balance of trade. Theſe dif- 
ferent combinations muſt always be examined ſeparately, or elfe 


obſcurity and confuſion wilbenſue; oo 000 ni 0 OOLIW DEL! 


! 
we muſt alſo obſerve, that there are ſtill other combfhations tovpß 
be attended to, although it be ſuperfluous to apply the principles” © | f 


to them; becauſe the variations proceeding from them are ſelf- 


evident. I mean, that this queſtion may be conſidered as relate 


8 


to a nation which has coinage free, with reſpect to anottter nition” n 
where that duty is impoſed. In this caſe we may decide; tat ag 1 


far as the ſituation of the latter is advantageous, ſo far muſt that 10 


of the former be diſadvantageous; and wite bern. 
rte queſtion may alſo be conſidered in relation to cbuntries WIV 
have either the duty on coinage the ſame, or different.” When' they” 


have the fame, there can be no advantage on either fide; exteptitig ; 


in this reſpect, that the nation which has, upon an average, the 


balance of trade in her favour, will thereby render her trade ity! 
more favourable than it would be, were tlie coifiage free bh Bot 


* * _ 4 . G ' „ 1 13 0 5 a . | +# 4 — 4 c # 7 8 ; 
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From: which we-rhay!conchude} chat the more: nation Hab ite Tie üs 


advantage in point of trade, the more it is her intereſt to im A tade is fa- 


urable, the 


thedurybf! edinage: [i When "the invpioſitith "is inthaad? in te t\W Hore advile- 

countries,” I apprehend>that che country while lays the- Hall af es 

duty upon her coinage, may be conſidered as having it attegethet de 
3 Fo free, | 
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free, and that the n may 0 nee as impoing n more 
than the differencgmmmeeaea ae 
Upon theſe 3 muſt e 8 Wee — re- 
ſolved. They never can decide as to the matter of fact, to wit, 
whether the French trade is hurtful or lucrative: all we are war- 
ranted to conclude from them is, that the trade of Great Britain 
would be more advantageous with France than it is, were a duty 
on coinage to be laid in England as high as there. In that ſenſe, 
we may ſay, that the apparent loſs by exchange is a proof that 
coin is commonly dearer in France than in England ; from which 
a loſs may be implied; but the loſs upon exchange no way denotes 
the degree of loſs upon the trade, and much leſs does it certify 
that the balance upon the whole is againſt Great Britain. 


CHAP, IV. 


Of the different methods of impofing coinage ; and of the influence 
they reſpectlively have upon the value of the money-unit, and upon 
the 2 2 intereſts of the nation. 


Two ways FY HER E are two ways of impoſing coinage ;. one 7 po- 


—_— * ſitive law, and by the force of that authority which is every 


q where lodged in the legiſlature ; the other, which is more gentle, 
renders the impoſition almoſt inſenſible, and is TU 1 2290 
influence of the principles of commerce. 

By the one and the other the ſame end may be obtained } ; with 
this difference, that all circumſtances muſt yield to the force of 
authority: and when this is employed, coinage is impoſed as a 
tax upon coin, in ſpight of all reſiſtance; whereas, in the other 
caſe, the effect takes place by degrees: it is no tax upon coin; 
but it is liable to interruptions; and tlierefore, upon a general re- 

c | coinage 


* 
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coinage of all the ſpecie of a nation, it is not {a eſfectual as the 

firſt; although it may anſwer perfectly well for ſupporting a fund 
of good ſpecie, and for replacing all eee it N tufter 
from melting down or exportation. 

I ſhall now give exampies of the one md the a akin: 3 lud 
ſhall point out ſome of the conſequences which attend both: I ſhall ron this 
chalk out a rough draught of the principles, which may be ap- 
plied in forming a plan for laying on that impoſition in the Engliſh 
mint: and laſt of all, I ſhall ſhew--how the. e may be 
made. 

Were the government at Sand to call in, at ans all ha How coins 
coin in the nation, in order to be recoined, and to fix the mint price — * = 
of it, as gold and ſilver ſtandard bullion, at —— per cent. below the authority. 
value of the new coin; this would be impoſing coinage by poſi- 
tive law ; and being an arbitrary operation upon the coin of the 
nation, could not fail of influencing the value of the money-unit- 

Were the government, on the other hand, to give orders to the How by 
mint, to pay gold and filver bullion for the future, no dearer than nent. 
—— per cent. below the coin, this would be no arbitrary operation 
on the coin of the nation, and would not (as I imagine) influence 

the value of the money-unit, although it might ſink the price of 
bullion, by the influence of the principles of commerce. 

The different conſequences of theſe two methods of impoſing, 
coinage are now to be explained. 5 | LF gy 

Were England, during a war, or at t any time 1 the balancdof When by 
her trade is unfavourable, to impoſe coinage by law, in the manner uh . 5e 
propoſed, the conſequence would be, that all the ſpecie in Great cooſe- 
Britain, or at leaſt a conſiderable part of it, might poſlibly 8 
melted down, and ſold in the market for bills of exchange. — 

2 nation of trade, where credit is ſo extenſively and ſolidly eſta- 

bliſhed, there would, in ſuch a caſe, be no difficulty to find an The metals 

outlet abroad for all the metals in the kingdom; becauſe then , 
every thing would be conſidered. as profit, which, was leſs than 

the —— per cent. loſs in carrying the. coin to the mint. 


1 


q - : 

4 France, this 
i is prevented” 
| in ſome 
meaſure. - 


French poli- 
tics, as to 
coin, not 
generally 
underſtood. 


in France, particularly in 1709, and 1726, without any ſuch incon- 
veniences; I anſwer, as I have a ee other occaſions, circum- 


| fir is objected, iat this, Plan has been, many times uted 


ſtances are to be examined. 


_ Upon ſuch occaſions, in France, che coin is e, to the mint, 


upon penalties againſt thoſe who ſhall not obey; melting down is 


ſtrictly inquired into, and. ſeverely puniſhed ; all the roads which 
lead to foreign. countries are beſet with guards, and no coin is ſuf- 
fered to be exported ; all debts may be demanded in coin; * all 


internal commerce is carried on with ſpecie. 

This is a violent method of impoſing a tax upon all the coin in 
the nation; and the general coinage is made with no other inten- 
tion. In the coinage 1709, this tax amounted to 23 π per cent. 
(Dutot, Vol. I. p. 104. 61% 

Under theſe circumſtances, it is very evident, that thoſe who 
have coin or bullion muſt either carry it to the mint, or bury it: 
there is no middle courſe to be followed. | 

Let me here obſerve by the bye, how frequent it is to ſee people 


blame the greateſt miniſters raſhly, and impute to them the moſt 
abſurd opinions concerning the moſt ſimple matters. How much 


have the miniſters of France been laugh'd at, for pretending to for- 
bid the exportation of coin, to pay the balance of their trade ? 


They did not forbid the exportation of the coin for paying of their 


debts: On the contrary, the King has ſometimes had his bank- 
ers, whoſe buſineſs it was to ſend coin to Holland for that purpoſe, 
as we ſhall explain in another place. This, I think, is common 
ſale....: - 

If che Wende is 8 Ain theſs Hates, who forbid the 
melting down and exportation of coin, where coinage is free, I 


mult alſo make anſwer, that here the prohibition. is laid on, to ſave 
to government the expence of perpetually recoining what is melted 


aaa. ine) the — — imported in return for 
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law, when the platt is ſo laid d6wn' ho matt WY as dor co de 
fruſtrated by the total defertion of the mint. 

Is it not evident, from the rinciples laſd down in the firſt chap- How coia- 
ter, that, in this caſe, the value of the co muſt” rife, not only 789 infven- 


ces the price 
with reſpect to bullion, Büt Witt repect to every commodity: or of-iolaud 


in other words, that the prices of commodiries muſt fall univer- i Per y 
fally with reſpe& to the denominations of the coin. For Who 
Will pay the ſame price for a commodith, after he has been obliged 
to pay per cent. to purehaſe” the price with Which he muſt 
buy? But the moment the great operation of the general coinage 
is over, and that trade begins to work its former effects, while 
the balance of it is ſuppoſed to remain unfavourable, all prices 
will return to their former rate, with regard to the denominations 
of the coin, by the operation of another principle. The new coin 
procured at ſo much coſt will then fall to the price of bullion; _ 
that is to ſay, all the price paid for coinage wilt be loſt, and +» 
conſequently money will return to its former value; or in other 
words, prices will be made to riſe to their former height; becauſe 

then no body will be obliged to pay — per cent. to procure the price. 

Now, it is the eſſect operated upon prices by the return as not 
vourable balance, when coin regains an advanced price above bul- '* - — 
lion by the influence of commerce, which my theory does not theory, but 
reach to. I cannot diſcover a principle, which can force the prices — 

F articles of inland conſumption to fall and fluctuate with the prices *periment. 
of bullion; becauſe I find them too cloſely attached to the dens- 
minations of the coin; and that foreign commerce has not ſufft- 

cient influence upon them. As that combination ig beyond” _- 

reach to extricate, I leave it to the deeiſion of experiment. | 

Here a plain objection occurs againſt What has been ſaid in the A0 ic for 
twelfth chapter of the firſt part; viz: That the — ns. "pps 
lin coin has the effect of ranting the price of corn in 
which would be made to fall upon a reſtitution of the chin to legal 
weight. But the anſwer is plain. In the former cafe, the dimi- 
F#Y OL, II. F | | nution 
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ntition'of the value of the coin wag ſuppoſed real and permanent; 
in which caſe, witli time, it works its effects of raiſing prices 
without doubt: but here the augmentation is not real, and the 
flucxuations of the value of the coin with reſpect to bullion, are 
both imperceptible to any but merchants, and at the ſame time 
ſo uncertain, that they have not time to work their _ . 
the price of other commodi tie. oy ark 
Were a balance of trade to continue FRO e N BY were 
coin to preſerve, during all that time, the ſame advanced value 
with regard to hullion, in tliat caſe I have little doubt but the value 
of that univerſal commodity (bullion) in conjunction with the 
operations and influence of foreign commerce, might reach inland 
markets, and reduce the price of commodities. But this is ſel- 
dom the caſe (as I am apt to believe,) and in proportion as it is fo, 
more or leſs, will: a bene Cm e the price . com- 
Coinage af- ede ee i pod many 1 to be ee 
fects the as affecting immediately the price of bullion only, and that of com- 


rice ot 


bullion im- modities indirectly + whereas the diminution. of the intrinſic value 
mediately ; 
and that of Of the coin, by immediately affecting price, muſt rd af- 
den ing. fect the rate of everything which is given for it. 
rectiy. Let us next ex the conſequence of impoſing n by | 
the influence of principles of commerce. 
N The method here is to leave every one free to do with their coin, 
a edge, or With their bution, what they pleaſe. Do they incline to melt 
1 down or export the coin, they may have entire liberty to do it: no 
ſent. penalty ought to be impoſed; other than that which will 8 
follow, viz. the expence of procuring new coin 
In order to make our reaſoning here more didinct, let us fot 
a fuppoſition with regard to a new 5 ob! the * 
We ile iini inn, 5! {> T3iriogttii 
'»'The' preſent confuſion Nie- convinced every man, Fang a. 8 
tion of the coin is neceſſary; and the opinions of thoſe who have 
you 81 — that fubject ſeem to be divided upon one main ar- 


ticle. 
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* 
ticke.:; Tne metals ard diſpyoportioned in che coin, the! gold being 
there to the filver, as t to 15. 21 anſtead of being as 1 t0 14.5. By 
law, 113 grains of gold are made equal to 1718.7 grains of ſilver. 
One party would have the / ſidver adjuſted to the gold; the other 
would have the gold adjufted:to:the ſiluer. This is the queſtion, in 
a few words. Now, ſuppoſe a middle courſe were taken, and that 
the ſtandard were to be fixed at the mean ꝓroportion of theſe wo 

values; that is, at the value of che half of 1718.7 grains finc 
filver, added to the half of 113 grains ſine gold; which, in tlie 
firſt parti of this book, we haveiſhewn,g by many arguments, to be 
the only method ot preſerving an equality in the money-unit; 
this will make the new pound conſiſt of 1678.6 grains of tine ſil - 
ver, and 115.77 grains ſine gold: and . 18 allo a fort of medium 
between the two opinion m e 19s my e e nel 
At that rate, the pound eee FR muſt, be coined into 
63 ſhillings and 6 pence, and the pound troy ſtandard gold into 


46 guineas, or pieces, each worth 20 flullings.' 
Now, if upon both ſpecies 8 per cent. coinage were impoſed, - e 
(for as all this is a pure ſuppoſition; it is no matter at what rate 
the coinage be ſtated) nf menen e ue, 
ſilver muſt be fixed at 63 Cr. 1 4 d. and n 20g" 
troy of fine gold at 45 l. 5.5. fore fading 5m) in exe 131 


Suppoſe then (as an example) that the mint price of, fine Thar bul- 
bullion ſhould be fixed at 8 per cant. below the coin in England; bouche 
What principle could ablige people to carry bullion; to be coingd 2, the mit 

1 anſwer, When che balance of trade is favourable for England, eon. 
that balance muſt ſooner or later be paid in bullion. If trade ſtill bie. 
continues favourable, after the firſt balance is paid, What uſe can 8 
thoſe who have the bullion make of it, if there be no demand for | | 
it to work it into plate? | Tor export it, by employing it in trade, 
does not remove the difficulty; becauſe, while the balance ſtands 
favourable, export as much as you will, more bullion muſt enter 
than it is poſſible to export, in the way of trade; for we do not 
2 that in exporting it, it is to be given away: gratis, The 
F 2 bullion, 
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bullion, therefore, not being demanded for oxpottation z not being 
permitted to paſs current for money; and not being de manded- for 
making! into plate; muſt be employed fo as to be proſitable to the 
owner one way or other. For this purpoſe it muſſ be dent, or em- 
ployed within e ohne purchaſing ſome ſort of effects which 
produce an income. Tor this purpoſe: the bullion muſt be coined, 
= order to render it capable of circulation, and of becoming price. 
At all times, therefore, when in a country there is bullion, not 
demanded as ſuch, che proprietor carries it to the mint, he ſells gt 
at the mint price; and as chis mint price is ſtated at 8 per cent. be- 
Tow the price of coin, he gives it for the price he can get for ic: 
this lhre does without regrer, becauſe, if next day he ſhould want 
to change his coin into We 1 he will find it in the marker 
| at 'the ſame value. FR LOO) qua to bon arts yh 
If it be farther Sblecred that 80 a it to aki mint at 
5 8 per cent. diſcount, people will lend it to foreigners: Janſwer, that 
| if it be lent to foreigners, this lending will turn what we call the 
balance of trade againſt England, and then certainly no body will 
carry bullion to be coined; fon in Which ever way it happens that 
more bullion is exported than is imported, in every caſe the price 
of exchange and of bullion muſt riſe; and this is conſtantly con- 
Rructed, though very improperly, as a balance of trade againſt 
England; which, to mention it by the bye, is another reaſon to 
prove how ill people judge of the proſperity of trade by the courſe 
of exchange, ſince the lending of money, as well as the paying 
of debts, equally turns exchange againſt the county 
Bullion, cherefore, never will be carried to the mint, when it 
tan be diſpoſed of above che mint price and both theory and ex- 
'perience; over all Europe, where, England excepted, coinage is 
impoſed, proves, that bullion is carried to the mint, and — be- 
low the price of eoin, weight for weighr of equal fineneſs. 
How the Wy fixing che mint price at & per cent. below the value of the nba 
ae it 5 not necefſary chat this price be made int iable s a power may 
may be al- be lodged ſomewhere, by the/ſtate,vuto. make deviations from the 


lowed to 


vary. | ſtandard. 


4 


Cm EW on ©F1POLITI OA ore KK 37 


ſtandard ꝓriac. A War brtaks aut large quantities of coin are 
exported; ſpocie becomes ſearee: May not che ſtate, at ſuch a time: 
deliver coin at the mint at the current price of the bullion? Let 
matters come to the worſt, tha price can never poſſibly riſe, above 
the preſent value, to wit, that of the coin, hen it is Preſerved at 
its true weight. If peace returns, and trade becomes favourable, 
the mint may then be ordered to ſink its price, in proportion to 
circumſtances. In ſhort, the mint may receive bullion at different 


prices, at different times, without occaſioning the ſmalleſt con- 


fuſion by ſuch variations in the intrinſic value of the current ſpecie, 
vrhich muſt conſtantly be the ſame. It is of ,no. conſequence, to 
any perſon who receives it, whether the e coſts nothing, or 
whether it coſts 8 per cen. 

By this method of impoſing coinage, all the advantages — Influence of” 
by France may be reaped by England. The bullion will be allowed pgs 
to fall as low as with them, when trade is favourable. If it riſes, 3 — 
upon a wrong balance, the mint need not be ſtopped, in caſe coin ee 
be found wanting for the uſes of the ſtate; and when that neceſ- | af 
ſary demand is fatisfied, the mint price may be reduced again- Fouad der- 

I do not ſee how the value of the pound ſterling can be any- 5 

wiſe influenced by this plan of impoſing coinage: becauſe the 
impoſition is not arbitrary; nor can it either add to or take from 
ehm maſs of the metals appointed by ſlatute to enter into the coin. 

The only poſſible influence coinage can have upon the value of 
ati pound ſterling, is by lowering the price of commodities, + It it 
has this eſſect, I ſtill agree that it is the ſame thing as if an addi- 
tion were made to the metals in the coin. Experience alone will 
reſolve the queſtion: and if by this it is found that prices are 
not affected by it, chen we may ſafely declare, that no variation 
has been occaſioned in the value of the money- unit, and conſe- 
quently no injury done to any intereſt within the, ſtate. ect 
This propoſition, however, requires dome, Jimicatigns. . Iſrhe 
prices of commodit ies, certainly will not be affected inmediatcly by 
the impoſition. of coinage, in che way it has been propoſed. to lay 


it 
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1. & Wut 1 6 not Lay tat, upon Tottxe"bcCafions,” they may not 
| be affected by lor degrees. 913. Qu Ait 20 n 1915 $03-9v£qd. 
When the balance of trade at any time has flood long favours 
able for England; when the coin has remained long conſiderably 
above the price of bulliom ; and ohen, conſequentiy, the mint has 
been well employed] theri the value of commodities, as has been 
ſaid, may become influenced by the operations of foreign cor 
merce, and be ſunk in their price. Vet even here this cotifiuerice | 
is by no means certain; for this reaſon; that what turns the balance 
of trade in favour'of' a nation is the demand which foreign mar- 
| kets make for her commodities : now this demand, as it raiſes the 
value of her coin above her bullion, fo it raifes the price of her 
commodities, by increaſing foreign competition to acquire them. 
' Theſe combinations are very intricate, and more properly belong 


do the doctrine of commerce than to that which we are now upon. 


I have thrown them in here, for the ſake of extending the preſent 

theory a little farther, and for enabling us to account for appear- 

ances Which may happen upon the impoſition of coinage, fſup- 
oe it ſhould * r ir N. proper to make che experiment. þ 


Rn ns Hed oy” v. Lare e l 
How an Experiment may be made to a; mere with e the 
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E have dwelt very n this" eta ha Sk 
VV after all our endeavours to elucidate the principles which 
faſt to decide whether or not the impoſition of coinage will raiſe 
the value of the pound ſterling, in a kingdom which, like Great 
Britain, is in a mertantile correſpondente with nations where 
that duty is introduced; we have ſtill been obliged o leave the final 
N of the queſtion to an F 


By 
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By, that alone it will be. clearly. diſcovexed, whether coinage will 
have the effect, 1mo, of ſinking the prices, of, commodities, to the 
prejudice of manufacturers ;.,240,, of raiſing the price of the pound 
ſterling, to the prejudice, of all the claſſes. of, debtors within the 
nation; and 30a, of , hurting trade, by putting England under the 
ng of ſelling dearer, without being able to fell as cheap as 
or whether commodities will remain at their former prices; 
| the — ſterling at the ſame value ; ; and England be enabled to 
ſell dearer to foreigners, when her commerce is favourable, with- 
out being Align POR. _—_ AUR 0 whe one hit dennen than 
at;Prefent..; Ne * 
I ſhall now give a — ing concerning a a ee. 8 af making 
the experiment. 

Suppoſe peace + reſtored, 8 os trade Pd to ng The plan of 
land; that government ſhall take the reſolution to ſet about the ee 
reformation of the coin; that they ſhall publiſh the plan of xe poſed. 

formation three years before it is intended to commence, according 
to What was propoſed in the 14th chapter of the firſt part; that 
they ſhall make a change in the mean time upon the regulation 
of the mint, by ordering all ſilver coin, and all guineas, except thoſe 
of George ll. to paſs by weight; that ſhillings thall be ordered to be 
| coined at 6; in the pound troy; the mint price, when at par with 
the coin, remaining as at preſent. with regard to the gold, and 
raiſed to 65 new pence per ounce with regard to the filver. This, 
I imagine, will furniſh ſpecie ſufficient to the nation, and will make 
no change upon the value of the pound ſterling at preſent. 
So ſoonas there ſhall be a few millions of ſilver coined free, let The conſe- 
hk. mint price both of gold and ſilver be diminiſhed, ſuppoſe” 4p 3 
his, L imagine, will in a ſhort, time give an advanced EL eee 
to coin, and fink the price of bullion; which will have the effect front abroad) 
of recalling all the guincas of the late King from Holland and 
Flanders; becauſe coin being then dearex than hullion in England 
people will chooſe to fend over current eee eee 
” VWrinen in $003 165 © 1 noiftyagr H? 10 
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debtg, rather chan to remit, bills, of exchange. „, Jpis gixumſtagce, 
will naturally ſtop the coining of 891d for ſome time; but if ae, 


balance of trade mall continue Fayourable, the, mint mal, LY 
be ſet a-going. 1 4 
3 vin During this period, A > frich. artention wal be had to the Gate, of 
a cloſe aiten- Prices. It is plain, that ſtopping the Fouung « of gold ought. not 0, 
_ 1 make them ſink; ſince the daily augmentation upon the quantity 
rate of of the gold coin from abroad (which will not coſt any coinage) will, 
4 8. imagine, be.ſuflicient to compenſate it. If, therefore, prices, ſhall 
be found to fink, notwithſtanding,..this. eſlect muſt proceed. from a 
combination among the. merchants. An intelligent ſtateſman will 
quickly diſcover the true ſtate of the caſe. | 
And if they f the linking of the price is a neceſſary conſequence of 2 im- 


vary, bow poſition of coinagę, it Will perhaps manifeſt itſelf by the following 

the rue ſymptoms: Im, The profit of the Englifh. merchants upon. goods. 

W exported will be the ſame as before. 249, The price of the goods 
exported will be the lame as before in foreign markets. And 374, 
Exchange will mark as many per cent. favourable for England as 
goods will have fallen in their price at home. e ee 

If the fall of the prices be forced, by a combination among $86... . 
merchants, their profits will be greater; and very probably no 
variation will appear.upon the exchange i in favour of England. 

Let, therefore, the courſe of exchange be attended to, and by, 
cis the miniſter will be able to judge, when ſilver and gold, are 
to be brought to the mint. The moment exchange, and the price ; 
of bullion in the London market, ſhall ſhew that coin is near the 
full. ꝓrice of coinage above the price of bullion, then che time ap- 

proaches hen the mint is to be ſet a· going. 4447 

rariher con- It is to no purpoſe to pretend to prognoſticate the eſledt of this. 

ſequences of change in the policy of the Engliſh mint. Eſſects it will cextainly 
is eXpeti f N 5 

meut. produce, which every one will interpret according as their iniereſt 

may dite to them. But the principles of trade are now too 

well known. Engliſh miniſters are too well inſtructed in che theory. 
of it, and too ſharp- ſighted to be deceived by appearances, A tuial 
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bende y + clear; and before the er url takes date the Pein 


| ciples will be fo well confirmed, as not to leave a ſhadow of 


doubt concerning the courſe which is beſt to be followed. 
The filver coined in the interval; at 6; ſhillings in the pound troy; 
may then be rated at its Juſt value, im proportion to the new pound 


ſterling, and may form a denomination by itſelf, eaſily to be diſtin - 


guiſhed by the ſtamp: If it ſhould Rappen to fall into inconvenient* 
fractions, let it be called in, and received at the mint above the 
rate of other bullion : the loſs will not be confiderable; and it 
cannot be expected that "wy: nt can be" 8 Which 1s Uable 
to none. 

Another method is, to coin, during the interval of the three 
years, ſhillings of the weight adapted to the new regulation, and 
to give them a value proportioned ro the preſent curreney, in the” 
mean time. | 

In whatever way the experiment be made, by the rnvpoſiticmn's of 
the price of coinage, a great expence will be ſaved to the ſtate, the 
expence of the mint. The national coin will be kept at home, 


and when exported, will be preſerved from the melting pot. This 


is the caſe with the French coin. Why are louis ors worth as much 
as guineas in many foreign countries! It is evident that they are 

not intrinſically worth ſo much by 4 per cent. but they are vir- 
tually ſo in the eyes of money- jobbers; becauſe, being exported 
from France while coin is fallen low by a wrong balance of 
their trade, they ſtill retain an advanced value, for this reaſon, that 


vrhen ſent back, upon a revolution in trade, they are better than 


bullion, by all the advanced price of the French coin; at à time 
when their balance becomes favourable; and for this reaſon they 


are ſought for, and are paid for in proportion: whereas any bul- 


lion, or any coin whatſoever, is as good to ſend to England as her 


own proper ſpecie; ALA . cry e008 
nn 2 | 
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© Can we eſii- 0 παπ berd eu (RUS DAU At enamine Hye Proportion, af, Mt 


bz mite the 
| Wealth of a 
| | nation by 


' the quantity 


Rex coinedin England and in France, and 46 compare the quanti- 
ties coined vvith he: quantities inexilience.. Fegple commonly; gti 


of its coin ? mate the wealth of ration by the quantity,of its COME of N, 


; S 


1 7 yd 


4 ® 
2 * +334? 


Some go farther, and imagine that dye quantity, of the. coined. 


5 nen is the repreſenmtion, and, Ven the, meaſure, of . its wealth : 


I cannot be of | this opinion, for reaſons Which I have given in ang, 


cher place; hut ſhallonly,obferye here, chat coin, like exery other 
ching ia made in proportion to the e caſions people have for it 


The more equalitꝝ there is between nduſtry and conſumption in 


any nation, the leſs coin they have occalian for, in proportion to 
che alienations they make; the more a nation is given to penury 
and hoarding, their oecaſions for coin are proportionally greater. 


An example will make this plain. Suppoſe two markets in a 


* country, where paper does not circulate ; chat rooo people come 
to the one to ſell, im order to buy; that 500 refort to the other, with 
ug e „An intention only to ſell, and g others only to buy. In the laſt 
example + it 18 evident, chat there muſt be brought to market; in 
ſproie the price of all the goods offered to ſale, or elſe a part muſt 
remain unſold: but in the firſt caſe, a much ſmaller proportion 
will ſuffice ; becaufe no ſooner has any one ſold the goods he has, 


than he buys from another what he has occaſion for; and ſo the 


ſame money circulates from hand to hand, ſo much, chat if we 


ſilppo evers.0ne:0f the chouſand perſons to ſell for the preciſe 


value of what he buys, every man will carry home the ſame ſum 
of money he had in his pocket on coming to market. Thoſe who 
begin by ſelling, will carry home their own coin; thoſe who begin 


with buying, will replace what they had with the coin of other 


people. | 


In proportion, therefore, to the mathe of FELIPE for com- 
modities, money is the leſs neceſſary; and in proportion as people 
ſell, in order to realize, coin is the more neceſſary. When hoard- 


ing was in faſhion, and when lending upon intereſt was little 


: | f known, 
LAH; +) | +4 


I er e OECONOMTY 1 


Know, (Hat Alteration been as fretfuent as ar preſent] thexoal of: 0 5 os” 

coin muſt lia ve been much greutef. Aripreſene mb body hoards; . . 1... 

where lending at intereſt is lawful,” ereept ii nations where credit 
is precarious: This was the cafe in England abcur 1695 and is 

perhaps the cafe at preſent in France*! Hoafding frem — 

e is more hurtful than from any other: beeauſe, at the ſame 

me that it deprives the publit of a cireulating value, by prevent. 

ing the lending of the coin of tlie nation; it alſo prevents bulliotr 

from being lent by neighbouring Rates; and from being carried to 

the mint by thoſe Who have' it at heme. Whereus hoarding from 

avarice has none of theſe inconvenientes; and when credit is 

good, chere will always 'be found coin ſufficient LA : 

for it will always procure iirt . off bas 
Why is chere ſo little coin i ee what juſt as we 

there is in France? Does any man imagine that this is a mark of 2 nf nate 

poverty? By no means. Ler the ſtate proſeribe the currency! e 

paper money, the coin will quickly return becauſe then it will bia f purſe. 

be demanded. But at preſent the paper ſupplies its place, and ſo 

ir goes abroad in order to gain more: Mhereas in France it remaing 

at home, and produces nothing. The wealth of a nation can na 

more be eſtimated by the quantity of its coin, than the wealth of 

private people by the weight of their purſe... Were a perſon, from 

that circumſtance, to calculate the wealth of the Britiſh, cqurtiars; . 


aſſembled at the Groom ne be: would A e groly. 
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Agel Que pions nu Obſervations concerning the” Dusch ure 


modal a 1% ni. of "Monty" did Ciin. bag bone DAG TUGy 
tn ep ont doe 04 1595 fs envi ztdo 10 
Tiere „ee eee rate H of politics öt 18 'of 

t importance” it fettitig but, 16 treat every One Rparately; 

pour intricate combimitibns f circutfitinces; anti ro Tetth 

now to diſtinguifhi between che operativis'sr the general principle 

ir queſtion, and the itifluence bf an accidental circumſtance, which 

may throw the decifiön of à particulat caſt upon a principle dif- 

ferent from that upon vHich our titrerition Is fixed at the tie. Let 

| the combination and complication of circumſtances be evet fo preat, 
Fall and every one 'of them conftancly' remain under the influence 


4 0 % ne principle le or other. q 0) 23010.) { non, .31 mortal 
oh 165 "The great art, therefore, is tô have the whale plan of 10 ſciente 


ibo ready at cht, A to be able toe combine and apply every 
Principle of it to the hit means imo 4d eee hog! 


From this we difcover of what importance it is to be exactly I 


formed as to facts, and bot Utterly "infiiffcient che beſt theory 18 

ü che hands of any perfen, who is not at mne fame time a tor Mugh 
Praectitzoner in Aol Tee dw or doit l bas 

; m ireating of the ebe of principles wy particular caſes, 
a ve muſt conſtantly go upon this hypotheſis, that in the ce 
propoſed there are no unknown circumſtantes, which may be rt? 
pugnant to che exact combination of thoſe which have” efttred itt 

our ſuppoſition. FRE 4 1 Hut z £1095 1117 140 II 711 


The uſe of The uſe, therefore, of A miteellüftbus chapter, Aftet tit dd 


a miſcella- tion of che general 15 les is Over) is to fee is an“ exerb fte 


neous chap- 
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which have not been introduced in the body of the work, for fear 


of rendering combinations too complicated, and of drawing the 
attention from the main objectiof g imliry. When a particular ap- 


- pearance, alſo, ſeems to contradict a known principle, that appear- 


ance May here be analzed,andehe@auienlaniyofinecate pointed 
out, and ranged under the principle ich influences it. Numbers 
of objections alſo occur to readers of ſuch inquiries, and which 
even naturally occur to the author himſelf, although he be.obliged 
io take no notice of them at, the rime, for fear of. interrupting lis 
ſubject; theſe may properly find a, place ind, ſubſidiary chapter. 
It is, however, to no purple ig attempt to xlauſt any political 
ſubject. The combinations, pf, circumſtances are infinite; and 


therefore, people muſt content themſelves with deducing all the 


principles by which they, may, be reſolved, leaying. tbe, reſt to che 


* - = = 
IS8det's SNN rm 15 30 nojreifqamos bo norfhidind> och 


Quksr. I. The, firſt queſtion I ſhall, propos for., illuſtrating, this quet. ». 
ſubject ſhall be, Whence it comes to paſs that the doctrine of mo- 1 
ney, is ſo extremely dithcule and inyolved?2.,..., ,.. br HT —— 


xsw. This I aſcxibe chiefly to, the introduction of. a money} inricac ? 
Jargon, cmployed by people who, haye, bad the management of Anſv, be- 


mints, or who have been practical merchants, without Knoyring pere 


any ching of the theory af their buſineſs, bar 2A 61 en barmot Y Jargon. 
As long as, money went by weight, and was conſidered. ns gold The deno- 


and ſilver bullion, the whole doctrine of it remained Alear-and miuations of 


intelligible; hut the introduction of a numerary value, or depomi- confounded 
nations of maney of accompt, ſometimes attached, to.ane quantig rage vac 
of, the metals, ſometimes go, anorhex ;, and the, ingorgl, of Baines. . 


Which, made them engeavyour. to perſuade theis. x en 


ſtamp of the coin was ſufficient to give a value to it hs b i 


ugduced an unintelligible Janguage, and Bas, realUyrinyghyggepie 

ſahiect with ſo many extraneous circumſiances, that when vs f ee 

ber exery,hing, che pernlgr ty ned mych to be pondered, aegis 2 5. not 
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weil, mo- n The ſyſt is, confounding ideas, quite. different: in chem 


ney, coin, 


bullion, and ſelve CY” The : TEFOS. £944 and. ſlxer money ef acgampt, coin bullion, and 
price, a price, are often underſtood. and made uſe of ie . | 
h 


all conſider- 


ed as ſyno- | ugh no things.can;be. more. different. blog 10 gnidig. Hem 


nimous. 


Wiar nM grand ſer band moet us mo other dew b. 


meam by that of, ure, phyſical Dita pee nivmot AO i ehe 


_ 5 That of money, of, arcomph e preſents an e 450 for mea- - 


une f Wies value. che 376i oh Nofler 210 ASD 0 4 Aggnt- 387 


„ And idea af che public, authority aſcertaining the 
© exact proportion of fine and alloy in a mired metal, and the real. 
izing, in a determinate Weight of it, the ĩnvariable ſcale of money. 

| ſometimes correctly, {omernmesancorrectlys, dw enn 5 Ait ot 
Nis by Bullion carries the idea of certain determinate mixtures of the 
ul? metals, commonly ly nee by, ſome public ſtamp or other, 
and drawing their van ue exactly from the proportion of the fine 
metals they. contain, the workmanſhip. reef we . aer ; 
rhitae Value. 1 „ nich ed; 10 enim! 5 
What b. Price, — Wes condered: as conditions: in coitz; is a: FRO 

98 _ complex idea fill, In it are comprehended the value of che metals; 
8 nol authority, of the ſtamp for the currency ; the actual value of} 
0 won it e coin as a manufacture, above the value of it as a metal che 
4 19901 common a and univerſal equivalent of all things alienable z and the 
me Nw value of the currency, of which price is ns! gin; 
exa t aliquot parts, when perhaps it does not: 
ae ideas, therefore, of gold and ſilver, of money, of, 296m; of bul- 
1 and of —_— are all different; they are commonly confound- 


d þ np in ſpeaking and in writing: from this axiſes the firſt cauſe 


exit 
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The — als, "the ſecond dis owing do he common method; of eſtimating; 
be ad e value, and the Proportions | between ga and auer; coin and 
9 allen; ; money "ir" mereba 4 dize. f terms uſually, employed to E 
of ſpeech. preſs futh « combi nation are, : "riſng jan and ſinking, or the like; people 
= -f vj 7 terms, withour Lay erage upon, the thing 
my ey are to confi er as fed The value of 99.90 t the prer, 
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e105 aft 


wärhout attending to this, We förherimes cdthſider” : * 2 cn Holly 


25 HY 


one is talking of gold as"a' commön mieatate, the perſon he 
talks to is conſicderinꝑ it perhaps as the hit llkafured. This l 


aecuracy, in ſuppoſing ſometimes x us fd, and bei ed 2062 


times the other, involves us in gteat bfeurities; eſpecially when ed : 
ve ſpeak upon ſuch matters with thoſe who have not diſtinct com- 


amd fomerimes/ the ſilver, as the HOH mea furé; Wade r>bdn0) la 


4 


bitations'of ideas: and if tiff or fout people Are engaged in a ads 


cberverſation upon tonieyevery ont ufing the fre ternt in a dif- 
ferent acceptation, the confuffo Which it Gals 16 inceiti Gb. 
In like manner, when we Tpeak of Coin And bullion, ror of the 
two ought' to be cor 
of value the leaſt with refpect tõ all commoditi el n 
Were prices attached to grains df filver and gotd, bu a bul jon ought Prices at- 
in that caſe to be conſidered a5 fixed; but as they are more 455 tacked to 


denomina- 
tached to the denominations of the coin, coin ought To de 
dered as fixed. fit Antihingog 28 by:obiafr: 5 11 MIW us 


Amn the next We m Tphaktin of Fin and comic, 88, Y well: Hay Comes a 


red as fixed which 'chatis ges its proport tion 8 
£14» 30 


for exile; that the impoſition” of comage mites the 1 e 
commodities fink; We do not, in this cat „Speak correctly; be- ha more 


_ cauſe if any thing ought to be conſideret as ffxcd, it is the DOT * 


proportion of vulue between the different” 20 ts f commodities. 4 1 71 


4 [ be Piece of 
In this cafe, therefore, I think it would be more proper to ſay, 1 


501 
coinage raiſes the value of coin, than that i it Links the Talue of 
commodities, ©0010” LY) IS X #44 L v.14 10 Das av * 


. df _O TOs fromoccafon TH How to a- 


50 . ; 
confuſion, and not to depart too far from common lan Zuage, Cans fork 


2 aririguiti ] 
nave frequently ſpoken of Kio ow as He 55 5757 in AT | 


their values with reſpeck to Goin 3 put K Habe tame time ob-, |... 

ſerved the inffuence wt hich ar . fn __—_ has vpn, he | 

rillug and fink ing of the Val RY the pb Un  fterlin in nealized din it, 

re her Moatter, Yank e 1 9.0 Wag th, caſe 
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to imply any change upon the 
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F hive not been able to determine — be con- 


ſulered as molt attached to the denominations of the coin, or to 


the grains of the metals: except indeed in one caſe; to wit, When 


the quantity of the metals comes to be augmented or diminiſhed 


in the coin. In that caſe, Ihave not heſitated to decide that, ſoon- 
er or later, the influence of: trade muſt operate a riſe or a fall in | 


the current value of the ſpecie, which will be n ** an . 


we do not 
diſtinguiſh 
between 
pure metal 
and that 
which is 
mixed with 
alloy. 


rent riſe or fall in the price of all cammoc i Fay 
3tio, Our comparing the value of ſilver ſometimes with the pure 
metal, ſometimes: with that compounded with. alloy, involves us 
frequently in a language which is hardly to be underſtood. 
Says one, a pound of ſilver, troy, is worth 67 ſhillings, He means - 

a pound of fine ſilver. We in England, ſays another, coin our 
pound troy of- ſilver into 62 ſhillings. He means the pound of 

ſtandard ſilver, which contains :8&:penny weights. of copper. Says 

a third, our pound of ſilver; which we coin into 62 ſhillings, is 
not worth 57 s. 64. He underſtands the ſhillings of fine ſilver of 
the ſame weight. with thoſe of ſtandard. ſilver. Another affirms, 

that an ounce of ſtandard. ſilver, which, at the mint, and in the 
coin, is worth no more than 5. 2 d. is worth in the market 5 2. 
6 d. He means, that one muſt pay at that rate for ſilver bullion, 
when they purchaſe it with over- rated gold. At laſt comes Mr. 
Cantillon, who, as a proof of the decline of the Engliſh com- 

merce, affirms to us, in his Analyſis of trade, p. 133, that both 

ſilver and gold bullion are dearer in the London market than in 
the coin: at the ſame time, he might have diſcovercd the cauſe of 

it, from the lightneſs of the gold and ſilver currency at che time 
lie wrote; fince the phanomenon could proceed from nothing 
elle: the new guineas muſt then have been ſent abroad. Says a 
Frenchman, one of our crowns of 3 livres, which paſſes for 60 ſols, 
is intrinkeally worth no more than 56 4 ſols. He means, that the 
nine ſilver it contains is worth no more than 56 + ſols, according to 

che mint of the ſine metals. 
Ato, Another 
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40e, Another; ca erplexity 4 onexdargon, is Ie pro- . abuſe 

* Ra erms re- 
digious abuſe. of — — abe denominations of laue to the 
the coin, or the numerary unit. . 


French hiſtorians write familiarly of. ſums af money. in irres 
and crowns, through all the ſtages of the monarchy. Engliſh 
writers (for the moſt part) do the ſame, in ſpeaking of pounds 


ſterling. Nothing however is nme than the ideas expreſ- 


ſed-by the ſame term. 


Were any perſon, ee Anand and e to uſe the This 1. 
rated by 


word Feet, ſometimes to ſignify gard, ſometimes perch ; or to uſe — 
the word mile, to fignify ſometimes league, ſometimes inch, and 
ſometimes fathom; who could comprehend one word of his diſ- 
courſe concerning the matter? Would we not even laugh at ſuch 
a perſon, for pretending to inkorm us of any thing concerning 
lengths or diſtances. 

If any change be made 8 — * of the money-unit of a 
country, which is called a pound; in propriety of language, it can 
no more be called a ms after the na; than it can be called 
a rhinoceros. * ev? hight; de e 6h . 

'5t9; Another 2 * jw obſcurity of —— is the Farther ob- 


ſcurities 


manner in which writers expreſs themſelves, when they ſpeak of ne 
variations in che value of money. Upon this occaſion, ſays ONE, abuſe of 


the King raiſed the money 5 per cent. What, does this mean! No 3 
man living can underſtand the expreſſion; becauſe it may ſignify, 


that he raiſed either the denomination of the coin, or the value of 
the unit. If he raifed the coin, he debaſed the unit: if he ſunk the 


coin, he raiſed the unit. A crown of 6 livres is a coin; a livre is 
the unit. If it is ſaid, che 6 livre. picce is raiſed; that is as much 
as to ſay, it is made to be more than 6 units; conſequently, as the 
lilver in the piece does not change its weight, it follows, that the 
unit, or money of accompt, is diminiſhed. On the other hand, if 
it is ſaid that the livre is raiſed, it implies that the crown, which 
contained 6 livres, is W than. Cunits; therefore. 

vol. I. R ] the 


— 
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the value - eee eee * ties en contain more 
filver than before. | | | 
Howto Writers, therefore, to be distinct, ou in never to mention -Hhefe 


avoid ſuch matters, without removing the ambiguity, in favour of readers. 


abuſe, 


of all denominations.” As for example: The King raiſed his coin, 
and debaſed his money of accompt. For this reaſon the French 
expreſſion is good, and cafily underſtood ; augmenter la ones an. 
raire des eſpeces, is liable to no obſcurity. | E Ir 

There are alſo two terms uſed by French writers, which appear | 
fynonimous, and yet are directly oppoſite ; AFFoIBLISSEMENT, er 
DIMINUTION dz la monndte. Such terms are perplexing, and ought 
either to be avoided, or conſtantly explained. The firſt ſignifies the- 
coining the ſpecic of the ſame denomination lighter in the metals. 
than before: the laſt ſignifies the lowering the denominations of 
the coin already made. The firſt therefore diminiſhes, the ſecond: 
increaſcs the value of the unit, which 1s the livre. 


Queſt 20, Quxs-r. II. What is the difference between the effects produced 


Mere by raiſing the value of the coin by the impoſition of coinage, and 


e railing the denomination of it? This queſtion is propoſed as a fur- 
lue of coin, ther means of rendering the money-jargon intelligible. 
ow fog, ANs w. The impoſition of comage, when it gives an advanced 
rally the value to coin above the metals it contains, is very different. from. 
tion ot it? that advanced value which the coin appears to receive when the 
Sovereign arbitrarily raiſes the denomination of it; or as the 
French call it, when he augments its numerary value. 
Anſwer. When the impoſition of coinage gives an advanced value to the 
_ poo coin above the bullion it contains, that value becomes real, and 
aff<&s to- extends itſelf to foreign nations; that is to ſay, the coin, ſo aug- 
tions; the mented as a manufacture, muſt be bought with more foreign coin 
arg does than formerly. But when the denomination, or numerary value, 
is augmented, the ſame piece (though augmented. in denomina + 
tion) is bought by.ſtrangers with the ſame. JT of Weir coin 
as before. An n example wih make 6908 Plain. 


4 7 * 55 Let 
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Let us ſuppoſe the coin in France; in war time, reduced to the proved by 
value of bullion, and that the value of a crown of three lirr ess 
by the courſe of exchange, ſhould be then worth 29 4 pence heavy 

ſilver ſterling money; if the balance of the French trade ſhould 
become favourable in general, and that coin ſhould become 8 per 
cent. dearer than bullion in the Paris market, then the price of 
the crown of three livres will riſe 8 per cent. upon the London ex- 
change above 29 pence heavy ſilver ſterling money, although 
there be reſpectively no balance to be paid in bullion either by 
England or France. But let che King of France ordain, that the 
crown of three livres ſhall be raiſed in its denomination to ſix 
livres, and let the coin at that time be ſuppoſed to be at par with 
bullion in the Paris market, the crown of three livres will then be 
paid as formerly with 29 4 pence. That is to ſay, the augmenta- 
tion of the denomination will have no effect upon the value of the 
coin in other countries; whereas the augmentation aſſected by the 
operations of trade, in conſequence of the impoſition of coinage, 
is a real augmentation, ſince it extends to foreign nations. | | 

Now it is certain and evident, that the augmentation of the nu- How ihe bt. 

merary value has the undoubted effect of ſinking the value of the, He- 


thod of rai- 
numerary unit realized in the coin, and that upon ſuch occaſions ſing the de- 


we ought to ſay, that the King has diminiſhed the value of the 4 5 We” 
livre, and not that he has raiſed the value of the coin. But e e 
abuſe of language has made people conſider the livre as the thing 
fixed, and therefore the coin is conſidered as the thing which riſes 
and ſinks. The conſequence of this is, to introduce another abuſe 
of language. people ſay, that the prices of commodities riſe: 1 
alk, With reſpect to what? Not with reſpect to the pieces of coin, 
but with reſpect to the denominations they carry: that is to ſay, 
with reſpect to livres; although the livre be conſidered as the thing 
fixed. There is, however, a reaſon why people expreſs themſelves 
in this improper manner, which proceeds from the ee 
and confuſion of their ideas concerning money. 


H 2 When 
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When the King 6f france abittarily changes the numerary 
value of his coin, commodities are found, by univerſal experience; 
to ſtick ſo cloſely to the denominations of it, that people are apt 
to think that it is the King's will and pleaſure, and not the metal 
of which the coin is made, which gives it a value. But commodi- 
ties depart from theſe” denomifiations by degrees, and fix them 
ſelves a- new at a determinate value of the fine metals, proportioned 

to what they bear in foreign nations. This is brought about by 


coin has been augmented, people accuſtom themſelves to ſay, that 
the augmenting the denomination of the coin raiſes prices, and 
that diminiſhing che denomination ſinks them. But did all prices 
ſtrictly adhere to the grains of bullion contained in the coin, and 
not to the denominations of the numerary value, then language 
Ol Would change, and no body would ſpeak about the riſing and 
If - ſinking of prices, but or the Ae _ OY of TW ſols, ws 
ill | denicrs. 

Thope, from what has been aid, was the difference between 
railing the value of the coin by impoſing coinage, and the raiſing 
the nominal value of it by augmenting the denomination or nu- 
merary value of it, is, perfectly underſtood. The firſt raiſes the 
value of the, numerary unit, by giving a real additional value to 
the coin as a manufacture: the laſt raiſes, for a while, the value 
of the numerary unit; only becauſe the price of commodities, 
being attached to the denominations of money of accompt, ſtick | 


* 


principle. 
Whenever, therefore, the terms e and ſinking + are applied to 
value, the thing which is ſaid to riſe, is ſuppoſed to be the move- 


it is ſaid to riſe or. ſink, 28. ſuppoſed, to be the term fixed. Every 
one, therefore, who reads books upon this ſebjec, ought, upon 


all occaſions where there is mention made of riſing and ſinking of 
| | the 


the operations of commerce; and conſequently, the rife of prices 
not taking place till ſome time after the numerary value of tlie 


to them, until the eee of trade reduce them to their true ; 


able; and the thing it 18 compared with, or with reſpect to which = 
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the price of the gold, ſilyer, bullion, coin, exchange, N commo- | 
dities, conſtantly, to caſt his. eye upon the. thing, which is ſuppoſed 

to be fixed,. ad, TEjaining that, in his Wind, he will proferys his 
Fs ef bas 381 2914 bong Him e gui ICH} 21 
Quxsr. III. Let us ſuppole that. che im paſition; of coinage, when Qed 5. 
properly laid on, will; not; raiſe, the value of the pound ſterling ; the impol- 
and conſequently that it will, not affect. the. domeſtic intereſts of _ \-\ 


Great, Britain: it may be aſked, What influence that impoſition the creditor 
reat 


will have upon the intereſt, of her forcign fred. ſince it muſt Britain ; 
affect exchange? 11100 213 15112 351111 | 
Axs w. The foreign creditors of the nation will thereby be gain- Anke If 
they conti- 


ers, provided their intereſt continues to be paid in denominations aue to be 


of pounds ſterling, and not in a determinate number of grains of 1 


the ſine metals, as was propoſed to be done i in the fourteenth chap- they will 
ter of the firſt part. The reaſon is plain: upon all occaſions, when — At by 


coin carries an advanced price above bullion, thoſe who have Ln _ 


funds in England will gain, upon. exchange. This gain will no- gain, nor 
wiſe, I think, be at the expence of the nation, but at the expence boſe wy 
of thoſe foreigners who have ocgalign. for paper draughts upon 
London. 

A creditor of England (in Holland 1 ſhall ſuppoſe) draws for a Prored by 
thouſand pounds ſterling, (the intereſt of his Engliſh funds) a” e 
Dutchman who owes a thouſand pounds ſterling 1 in London, buys 
his bill; muſt he not pay the creditor of England, not nb the 
intrinſic value of the bullion contained in the thouſand” pounds 
ſterling, but alſo the difference between the thouſand pounds 
ſterling in coin, and the bullion it contains, according ro the | 
price of it in the London market? This difference then, received 
by the proprietor of the Engliſh funds, is clear gain to him, 77 
is no loſs to the nation; it is a loſs to the Dutchman. n 

Farther, every Dutchman who pays his debts to people reſiding / 
in England, muſt ſuffer” the ſame lofs; that is, he muſt pay the 
| coinage, which at preſent the ſlate mates him à prefent of. W ei 
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From this I think it is plain, that while, the balance of trade! is 
favourable. to England, or at par, all remittances made by foreign- 

ers, to pay their Engliſh, debts,, muſt, pay the coinagme. 
The operation of this principle has not a little ee g er 
| facilitate the eſtabliſhment of the French credit, 6 40 775 73. 
How theim- When France borrows, eſpecially in war time, n can 
poſition of remit to Paris the money they lend nearly at par with bullion. 


coinage ad- 


. "5 4 Then they pay little or no coinage; and when peace is reſtored, 
Cre it 0 


France, the coin riſing in its value, they gain annually ſeveral per cent. upon 
their draughts for their intereſt, to win all the eee en *. 
es: the coin, at no loſs to France. 
enn  QuesT, IV: Is che preſerving the . Kerling at WO mean 
propoſed. value of a determinate weight of fine gold, and fine filver, a ſure 
— . method of realizing the unit of money of — ſo as to ons 
— Fa ſerve it at all times invariable? 0 via 
lng in- As w. 1 apprehend it is not; e ene to wt the beſt 
mu that can be deviſed, upon ſuppoſition that the metals are to he! 
nſw. No; 
but ſeems to made uſe of, as the moſt proper ſubſtance for realizing the ſcale. 
3 have faid, in the beginning of this book, that the uſe of the! 
1 mo· ſcale was to meaſure the relative value of things alienable. Now 
the metals themſelves being of the number of things alienable, 
and their proportion of value being nowiſe determined, but liable 
to augmentations and diminutions, as well as that of grain or 
any other commodity, no ſcale which is attached to them can 
meaſure any thing but their weight and ſineneſs, and een 
can be no permanent meaſure for any thing elſe. 
2 falls of Did the value of commodities riſe and fall with reſpect to . 
wary gone of the fine metals, in the ſame proportion that they riſe and fall 
tal can ne- with regard to one another, the ſcale would be exact: but if the 


ver be ex- 


act; becauſe grains of metal can acquire an increment, and a diminution of 
the metal value, from circumſtances. entirely peculiar; to themſelves, ſuch 


itlelf varies 


in its value. Circumſtances: mult. render aur er e . in 
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Now we have ſeen how the in peſitio of coinage enhances che u From the 
Ae f coin. The riſing and finking of the intereſt of money Has turing of it. 
the ſame effect. The viciſſitudes to Which credit is liable has a hf 
prodigious influence upon the value of the metals. The manners . 
even of a people, which can be determined by no principle, ope- eee 
rate the ſame effect. When people: for example, are given to“ People. 
hoarding, the metals come to be demanded with more eagerneſs, 
that is, the competition to acquire them is greater; conſequently 
the value of them with reſpect to all commodities, is greater ein 
when they are purely conſidered as money of 'accompt. 

That ſcale, therefore, is the only juſt one, which meaſuring the The only 
value of the metals, like that of every thing elſe, renders every in- exatſcaleob 


value is that 


dividual of a {tate equally rich, who is proprietor of the ſame num- which can 


meaſure the- 


ber of denominations of ſpecie; whether his wealth be in gold, metals like 


filver, or any other property or commodity. — oo 


Now I agree that, at any given time, this is' the caſe when the re 


ſcale is properly attached to the metals; but it is not e e - ave ave — V. 


fo. A determinate property in land bears ſometimes a greater, 
ſometimes a leſs proportion to a determinate property in money. 
When the ſcale is attached to the metals, he who is proprietor, for 
inſtance, of a thouſand denominations in coin, becomes richer or 
poorer, according to the fluctuation of the value of that commo- 
dity, the metals. Whereas when the ſcale is not attached to any 
ſpecies of commodity, nothing can change his proportion of wealth, 


except the augmentation or diminution of the value of the whole 


ſtate. This idea is not ſo diſtinct as I could with: let me J 

it by an example. | 
Suppoſe then bee partners (A); (B), ©. n a' com- by an ex · 

mon ſtock by equal ſhares ;/ (A) contributes a thouſand pounds ſter- ne, 

ling in current ſpecie, (B) the ſame value in corn, (O) a like value 


in broad cloth. Let me ſuppoſe the meaſures of theſe! commodi- 


ties to be expreſſed by their proper denominations ; the metals by 
grains, the corn by buſhels, the broad cloth by yards. I ſuppoſe: 


that at the end of the year 20 per cent, is gained upon each article 


of 
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of ſtock ; that is, 20 per cent. increaſe upon the grains of metal, 20 
per cent. on the buſhels of grain, 20 per cent. on the yards of broad 
cloth. This ſuppoſition may be allowed. I aſk, if it would not be 
a much more equal way of dividing this profit, to reduce the whole 
value of the grains, buſhels, and yards, to the then actual value in 
pounds ſterling, and ſo to divide; than if every man were to take his 
20 per cent. out of that commodity he had furniſhed to the co- part- 
nerſhip? This method of reducing all to a common meaſure, is 
what I underſtand by an ideal ſcale of money of accompt. 

and by an The bank of Amſterdam pays none in either gold or ſilver coin, 

1 or bullion; conſequently it cannot be ſaid, that the florin banco is 

1 attached to the metals. What is it then which determines its value? 
I anſwer, That which it can bring; and what it can bring when 
turned into gold or ſilver, ſhews'the proportion of the metals to 
every other commodity whatſoever at that time : ſuch and ſuch only 
is the nature of an invariable ſcale. c 

How the | confeſs I am not capable of analyzing all the complicated ope- 

meking vP rations of trade in ſuch a diſtinct manner as to demonſtrate how the 


the coin in 


. univerſal circulation of value, over the commercial world, ſhould 
value of it operate this effe&t; and how the burying, as it were, a quantity of 


A gold and ſilver in a vault, ſhould give a more invariable worth to a 
florin, whoſe value depends upon it, than if the metal itſelf was to 
. circulate in coin. 
Thus far, however, I think 1 underhand that this opoflibilicy of 
profiting of the 72g value of one of the metals (which is buried) 
ought to find a compenſation at all times in avoiding the loſs upon 
the other, which ſinks in its value. 25 
Farther, the burying the coin both in gold and ſilver is in a man- 
ner forming theſe two metals into one maſs; this takes away the 
variation in the proportion of their value, which principally diſ- 
turbs the uniformity of their operation as a ſcale. They cannot 
_ either be conſidered as commodities, becauſe they are taken out of 
commerce entirely; yet the permanent value of them remains, 
Vpon tnat the bank money is ſecured ; but it is not realized in it. 
| | In 
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In banks which pay in coin the caſe is different; Z becauſe the deno- 


minations in their paper are liable to all the fluctuations incident 
to the coin in which they pay. The bank money, therefore, of 
Amſterdam is pure money of accompt, and has nothing of mer- 


chandize in it from the metals in the vaults. The paper of all 


banks which pay, riſes and falls in value, according to the cur- 


rencies in which their notes are acquitted. 


1 leave the farther delucidation of this myſterious affair to people 


of better capacity, and of more extenſive Fe in thoſe mat- 
ters than I can pretend tod. | 
Io conclude, no material money, ler it Ha combos as it will, is 

exempted from viciſſitudes in its value as a metal. This is proved 
by the univerſal riſings and ſinkings in the price of commodities, in 
conſequence of circumſtances peculiar to the coin. Theſe riſings 
and ſinkings of prices, I ſay, are properly riſings and ſinkings of 
the value of the coin, and that again is a lengthening and con- 


tracting of the equal parts of the ſcale of value which is attached to 
it. Now there is no ſuch thing as any viciſſitudes in the prices of 


all commodities with reſpect to bank money, although nothing is 
more common than fluctuations in agio, with reſpect to current 


money; conſequently, bank money has a property and a ſtability 


in it, which no material money is capable of acquiring, and for 
that reaſon it is preferable to it, and is n hee as the 
thing fixed. | 


8 5. 
ill not the 
ſition of 


'Quesr. V. Will not the W of coinage in \ Rain pre- var a in 


vent, upon many occaſions, the carrying bullion. to be coined at 
the mint, when it would be carried were the coinage free! 


England 


frequently 


ſtop — 
mint? 


Aus w. Without all doubt. When coinage is free, every man who Are. 
imports bullion runs with it to the mint; there it is proved, cut, and reap 


en the 


ſtamped to his hand, and at no coſt. Now to what purpoſe all this 8 


expence; why carry bullion to be coined, while the balance of nog 


trade is againſt a nation, ſince ſuch bullion muſt be re-exported, to- 
gether with a part of the national ſtock of the metals? Beſides, the 
coining of it gratis, adds not the ſmalleſt value to the metals con- 
e I ſidered 


to England 
which coined bullion can remain in the country and augment the national 
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bdered as a manufacture ; conſequently, upon the exportation, the 
whole price of coinage is entirely loſt, and the national ſtock of 
coin is not thereby augmented; nor would it be augmented while 
trade is Re: were five hundred mints kept conſtantly at 
SORK. *; ii | | 
But this is The impoſition of coinage, therefore, has theſe good effects. 
— g Firſt, it prevents bullion from being coined, except when ſuch 
owns 995 ſtock of coin. Secondly, as has been ſaid, it gives an additional 
value to the coin, even in foreign countries, and thereby prevents 
it from being melted down abroad, in order to be re-coined in other 
mints, and thus augment the ſtock of coin in rival nations. 
I believe no body ever imports louis d'ors to be coined in the 
Engliſh mint (notwithſtanding of the benefit there is in importing 
gold into England from France, where the proportion of the metals 
is lower) yet nothing is more common than to carry guineas to 
every foreign mint, at the bare price of bullion. This 1s the rea- 
ſon why ſo little Engliſh coin, and ſo much French coin is found 
in circulation, in countries foreign to both theſe nations. 
The coin of Louis d'ors, in conſequence of the high impoſition of coinage 
France paſſes jn the French mint, paſs current, almoſt every where, for more than 


in other na- 
nons above their intrinſic value, even when compared with the coin of the very 


e nation where they circulate without the ſanction of public autho- 
returns t © rity; and when that authority regulates their currency, according 
melted, to their intrinſic value, ſuch regulation has the ſame effect as for- 
bidding them altogether; becauſe the moment a money-jobber lays 
his hand upon them at the ſtatute value, he circulates them no 
more; but ſends them either back to France, or to ſome. country 
where they paſs, by a conventional value, above their intrinſic 
worth. Thus louis d'ors, as well as all French coin, are eſſectually 
prevented from being melted down, and ſo ſoon as the balance of 

the French trade becomes favourable, they return home. 
Qursr.6. Quesr, VI. Is not this return of louis d'ors to France, upon the 


1s not this ; . . 
return a lofs balance of their trade becoming favourable, a loſs to France ; ſince, 


to France ? | N ms 
cance? | | 5 
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in that caſe, the balance of their trade is paid with a leſs weight'of 


bullion than it would be paid with, were their coin worth no more 
than bullion; and ſecondly, becauſe when the coin is exported to 
pay the balance, it is exported upon the footing of 2 and 


when it returns it is paid back at an advanced price ? 
The difficulty of reſolving this queſtion proceeds from the com- ts qu of 
| plication of circumſtances in which it is involved; and the inten- 


tion of propoſing it, is to ſhew how neceſflary it is, in practice, to 
combine every circumſtance in political problems. 2 


I ſhall therefore obſerve, that ſince, at all times almoſt, ch Reſolution 
coin paſſes (out of France) for more than its intrinſic value, it is 
not well poſſible to ſuppoſe that, even during a wrong balance of 


the French trade, their coin can ever fall ſo low as the price of 


bullion; conſequently the French by exporting their coin, upon 


ſuch occaſions, above the value of bullion, that nation is a gainer 


ok all the difference. This operates a compenſation of the loſs (if 


any they ſuſtain) upon the return of their coin. In the ſecond place, 
when the balance becomes favourable for France, and when there 
is found a profit in ſending back the French coin, the demand that 
is made for it, by thoſe who want to pick it up in foreign coun- 
tries, raiſes the value of it there in circulation ; this again favours 
the trade of France, and makes the difference of paying what one 
owes to France in bullion at the market price, or in lows d'ors at 
the advanced value, very inconſiderable; which conſequently pre- 
vents merchants from finding any great advantage in ſending back 
large quantities of it. | 

Beſides, when the coin returns, although it has an advanced 


value, it has no advanced denomination. It was exported accord- 
ing to its numerary value, and it returns upon the ſame footing. 
Farther, when the coin returns as the price of French merchan- 


dize, for the ſame value it bears in the country, I cannot diſcover 
a principle which can make this appear to be a loſs to France. The 
loſs therefore muſt be upon the exportation of the coin, not upon 
the return of it. But we have ſaid that if it be exported at a higher 

| 12 5 value 


of it. 


the coin below the full value of it (coinage included) loſe a part 


It is no loſs 
to France. 


Another 
view of this 
queſtion, 
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value than that of the bullion it contains, this muſt imply a profit to 
France. Conſequently, the remainder of loſs upon exportation muſt 
be apparent, not real: It is a loſs to Frenchmen, who, in exporting 


of what they had paid the King for the coinage ; that is to ſay, they 
loſe it ſo far as they do not draw it back in fall from the foreigners 
to whom they owe ; but it is no loſs to France: on the contrary, it is 


a gain, as far as any part of the coinage is drawn back ; and this 
is the caſe as oft as the coin is exported above the price of bullion. 


Or in another view. This going out and returning of the French 


coin, may be conſidered as a loſs to France in this reſpect, that 


when the balance of her trade is againſt her, when her coin loſes 
of its advanced value in payments made to ſtrangers for the price 
of foreign commodities, thoſe who conſume ſuch commodities in 
France, muſt conſume them at an advanced price to themſelves, 
but at no additional profit to foreign ſuppliers ; becauſe as to theſe 
laſt, the French coin, with which we ſuppoſe the commodities to 
be paid, having loſt of its value every where, cannot then purchaſe 
ſo much as at another time, and conſequently is not worth ſo much 
to the foreign ſupplicr who receives it. For the better underſtand- 
ing of what has been here ſaid, attention is to be had to the dif- 


ference there 1s between a national loſs, and the loſs ſuſtained by the 


individuals in a nation. The balance of trade is the national profit, 
or the national loſs; but the gains or loſſes of individuals, may be 


compatible with either a right or a wrong balance of the trade of 


the nation to which they belong. This will be fully nn when 
we come to treat of exchange. 

In this reſpect, therefore, France may 1. uppen to loſe upon 
exporting her coin, to wit, ſo far as ſhe conſumes foreign com- 
modities at an advanced value; but then I ſay, that in this caſe 
France loſes the whole price of the commodities, not the advanced 
price only; becauſe ſhe loſes the balance of her trade. Abſtracted 
from that, I ſay the loſes nothing. Who loſes then the advanced 
pr ice? I anſwer, the conſumer of the commodity loſes it, and I ſay 

that 
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that no body gains it. This is what, in the eighth chapter of the 
ſecond book, was called poſitive loſs, and it is owing to the anni- 
hilation of a part of the advanced value of the coin, which the ope- 
rations of commerce have effectuated. 

In theſe reſpects only can France be conſidered as a loſer upon 


exporting her coin; but in having it returned upon her, when at 
an advanced price above bullion, the loſs is nothing ; becauſe the 
advanced price then is a real value added to the coin, and there is 
no manner of difference as to France, to receive, for the balance of 
her trade, an hundred pounds weight of her own louis d'ors, or an 
hundred and eight pounds of ſtandard gold bullion, at ſuch times 
as bullion is commonly carried to the mint; becauſe the one and 
the other weight of coin and bullion will anſwer the ſame occa- 
ſions both in the Paris market, and in moſt trading towns in Europe. 

From theſe principles we may gather how effectually the impo- 
ſition of coinage muſt prevent the melting down of the coin, pro- 
viding a ſufficient attention is had to preſerve the denominations of 
the coin in both ſpecies at the exact proportion of the market price 
of the metals. 

Quksr. VII. The two metals being only valued by one another, quesr. 7. 
if the Engliſh, by valuing the gold higher than the French do, weigh" 
occaſion the exportation of their ſilver, why ſhould not the French, the Eoglith 
by valuing their ſilver higher than the Engliſh do, occaſion thereby Giver, Why 
the exportation of their gold? And it the Engliſh, by over-rating 8 
their gold, prevent the carrying ſilver to be coined at their mint, over-rating 
why ſhould not the French by over-rating their ſilver prevent the x. 

carrying gold to be coined in their mint? 

Axsw. The Engliſh over-rate their gold not only with reſpect to ac. he- 
other nations, but with reſpect to the value of it in their own mar- on —— 
ket ; whereas the French preſerve, in their gold and ſilver coins, dr gold 


above the 
nearly the proportion between the metals as they are ſold in their ,,ju« of ; in 
own market. dee 


murietc the 


In France no body can profit by melting doh either of the ſpe- French do 
not fo with 
cies, in order to fell it, with advantage, as bullion ; but in Fng- 


ther ſilver. 
land, 
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land, by melting the heavy ſilver coin, one may ſell it in London 
for more gold than the ſame coin not melted can purchaſe. 

But here it is objected, that although the proportion between 
gold and filver, in the Engliſh coin, were ſet upon a par with that 
of the metals in the London market, ſtill one ſpecies may be ex- 
ported with profit, providin 8 che proportion be different i in aer 
nations. : 

There is little force in this objection, and were there any, it 
would be an additional argument for the impoſition of coinage; 
becauſe by this the exportation of either of the ſpecies, for the ſake 
of any ſmall difference which may ſometimes be found between 
the proportion of the metals in the different markets of Europe, 
would be prevented. This circumſtance however e a more 
particular examination. | 


It is a principle in commerce, that the demand for any commo- 


dity raiſes the value of it; and every nation knows how to profit 
of a demand for what they have. 
How the Whenever, therefore, one of the metals bears an unde value in 
proportion 
Derbe metats One nation, below what it bears in another, that under value makes 


is kept that ſpecies more demanded by ſtrangers, and it ee riſes 


nearly the 
ſame in all in its value, even at home. 


European 
963%, 25 By this principle the proportion between the metals in European 


Ts markets is kept nearly the ſame, and the ſmall difference which 1s 
demand diſ- found does not ſo much proceed from the demand of foreign 


turbs the 
proportion, trade, as from the taſte of the inhabitants. The foreign. demand 


=" tends to ſet the proportion cven in all markets, and the internal 
even again, demand for one mctal r to another, is what makes it 


vary. 
The carrying the ds backwards ek forwards 1s attended 


with riſque and expence; there is not, therefore, ſo much danger 


of a nation's being ſtripped of one of its ſpecies of current coin by 
ſuch a trade, as there is when the proportion of the market price 
of the metals is different, at home, from that obſerved in the coin; 

2 | becauſe 
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| becauſe in the laſt caſe, every one may profit of the diſproportion, at 
the trifling expence of melting down the riſing ſpecies. 

From this we may conclude, that nations ought to regulate the Coin of gold 
proportion of the metals in their coin, according to the market —— ry 
price of them at home, without regard to what it is found to be in 38 


other nations; becauſe they may be aſſured, that the moment any raw of the 
market at 


difference in the market price ſhall begin to be profited of, that home, 
very demand will alter the proportion, and raiſe the market price 

of the metal ſought for by foreigners. While the coin, therefore, 

is kept at the proportion of the market at home, and while the de- 
nominations of both ſpecies are made to keep pace with it, it will 

be utterly impoſſible for any nation to hurt another by any ſuch 

traffic in the metals. 

We may farther conclude, at it is to no purpoſe for nations to and nations 


agree by treaty upon a certain proportion between ſilver and gold cat en 


in their coins: it is the ſeveral market prices every where which tion Oy 
convenuon 


alone can regulate that proportion, and the only method to keep amon 
themſelves. 

matters even between them, is to make the denominations in both 

ſpecies keep an equal pace with the price of the metals in their on 

market. 


Here it is farther objected, that were theſe principles juſt, there why is the 
would not be found fo great a diſproportion as there actually is, Portion 


between the value of gold and ſilver in Europe, and i in the empire _ dit- 
ferent in 


of China. 1 and 
To this I anſwer, that the principles are juſt, and that this dif- 

ference proceeds from incidental circumſtances which I ſhall now 

point out. — | 
Firſt then, the European trade hardly penetrates into that vaſt Anſwer to 

empire. 2. The lowneſs of the proportion between gold and ſilver *. 

is Maintained by the high internal demand for ſilver in China. 

3. The India trade being every where in the hands of companies, 

there is not ſo great a competition between the ſellers of ſilver, in 

the Chineſe market, as if that trade were open to every private ad- 


venturer; conſequently the price of it is not ſo liable to be dimi- 
niſhed. 
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niſhed. And laſt of all, the expence of carrying ſilver thither, and 
the long lying out of the intereſt, would put a ſtop to the trade, were 
the proportion between the metals to riſe in China. - This prevents 
competition ſtill more between the different European companies, 

n conſequently prevents the riſing of the proportion. 
I need not obſerve, I ſuppoſe, that the term ing of the proportion, 
denotes the riſing of the price of ſilver ; as when being at that of 

I to 10, it comes, for example, to that of 1 to 11. This term has 
been already explained. | £ 
3 25 Quxsr. VIII. Is it n ingoneſt. of Princes. to gehn © the ade of 
tereſtof their coin? | 5 

Princes to As. This queſtion "i ; Tin ee ae AY in hs 


debaſe the 


e e e chapter of the firſt part. Perhaps ſome farther obſervations 
upon it may not be found ſuperfluous. 8 


In order to ſet it in a fair . I thall begin by reducing it to its 
ruling principle. 3 197 

The queſtion turning entirely upon ths intereſt of Princes, I ſhall 
take no notice of the iniquity of ſuch a meaſure with reſpect to their 
Tubjedts ; but ſhall confine it purely to the comb. they may have i in 
exerciſing this branch of prerogative. 


Aww. tis 1 anſwer then, as T have hinted above, that it is their intereſt to 
e. imme de baſe the ſtandard of their coin when they are in the ſituation of 
Gan, 4 debtors ; and it is their intereft to raiſe the ſtandard when they: are 
are debtors, in the ſituation of creditors. 8 8 805 
"4 1 Debaſing the ſtandard I have TR to be the diminution of the 


ditors, but intrinſic value of the unit below what it was before, either by raiſing 
always un- 
juſe, the denomination, 1 | the alloy, or Annen . weight 
of the coin. | 1 
Now ſince Princes pay their ſervants by denominations, that is, 
by money of accompt, the more they augment the denomination 
of the coin they poſſeſo, the more they gain upon what they have 
at the time. But they loſe proportionally upon their revenue ever 


aftef; becauſe the rents and duties lexied on their ſubjects Vi 
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| alſo paid by deno 


minations, the Prince loſes every mn in- 
come what he had gained upon one operation. 

From this we may draw a principle, that Kings who have begun 
to debaſe the ſtandard, ought to go regularly on every year, as 
long as they ſind themſelves in the ſtate of debtors; and when they 
come to alter their ſituation, and become of the claſs of creditors, 


it is then their nennen enen ee, 8 e 


further explained. 5-00 
It has been ct at dies aa the An Who are 


who cre- 


to the whole claſs of debtors; conſequently, Princes, who are upon ditors and 
how Princes 
certain occaſions obliged to lay out more than they receive, may who incline 


then be conſidered as being of that claſs. Whoever receives from * _— 


another what the other is obliged to pay him, may be conſidered avoid rob- 
as a creditor ; whoever gives to another what the other is intitled — 
to demand of him, may be conſidered as a debtor. Thoſe, there; {ame ume. 
fore, who both pay and receive, are, upon the whole, either debtor 


or creditor, according to the fide which preponderates. He who is 


nation, or debaſing the ſtandard, muſt conſtantly be advantageous on ans 


obliged annually to pay more than he annually receives, muſt be 
obliged either to run in debt, to borrow, or to take from a fund 


already. formed (a treaſure). The maxim therefore is, firſt to fall 


the exchequer with the annual income; then to debaſe the ſtandard; 
and laſt of all to pay. The debts paid, and the current expence 


brought within the income; then is the time to raiſe the ſtandard. 
This operation is like that of the ram; he runs back in e to 


advance again with more forte. 


The great maſter of government and political 5 un- mple of 
derſtands this doctrine. He is now ſpending his treaſure, not his * Prince 


who is now 


income. He is then in the ſtate of the debtors, and accordingly is employing 
regularly every year debaſing the ſtandard of the S——n coin. This againſt his 
debaſement, I ſuppole, regularly takes place after the contributions dun lud - 
for the. Fear are paid. 80 ſoon as the war is over, and that this 
oeconomical Prince ſhall return to the ſtate of creditor, he. will, 1 
ſuppoſe, ſuppreſs * currency of all this bad money, and reſtore 

Vl. II. K c the 
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the Randard- Phat 18 wifhy, hy hug ding dhe war been ruining 
„ the claſs of creditors in permanent coαtr acts: {the S- n nabe 
1 85 \» kay)! and when the peace is re: eſtabliſnien ther on Prince; ma) 
Sh % hong indemnify them, if he pleaſes, by neſtoring the former valus of 
dw. 11» At Unit. » 'Alfudden revsluclonb are inovful ? burnedefliry has no 


ww zaobi od: 
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ee This, in a few words, is, I thifik, the anſwer to the queſtion pro- 
„ 11 « Poſed: Princes have fer ſeveral eenturies, in almoſt every nation 
eee Europe, been gradually debafing che ſftandard of rheir money- 

„unit f and the debts they have contracted! during the debaſement 


« (3113 : 7 


have conſtantiy been an argument againſt che reſtoring it. But had 
ſirſt regulated all: their debts upon the footing of che laſt de · 
baſement, ſtipulating with their creditors that chey were to be paid 
upon the footing of the chen currency; that is to ſay, according to 
w w_ om the brench; ſtile, an cours du jour oi the ſtipulation; they then might, 
wuichout any advantage to their creditors, and with great profit to 
tdmhemſelves, have reſtored the ſtandard, and ſo prepared the meer. 
e the ſame operation as before, upon a new emer 
Writer: AThoſe ho have writ againſt this ꝓractice of debaſing. the * | 
— this dard, have made uſe of wrong, arguments to diſſuade Princes 
— from following ſuch a meaſure. They have firſt repreſented it as 
1e dug hurtful to their own. intereſt, This we have ſeen is not always 
Pru cs tae 
iconic PM) They, have alſo endeavoured to Prove t that it is vaſtly | pre Ju- 
200 29 y d. dicial t to commerce. This f is the great Point laboured by Dutot, in 
. his Reflexions Politique fur ke Commerce ; but to very little purpoſe 
To All the facts and arguments he has produced to prove (by the 
courle of « exchange ) chat the variations made in France in the ſtan 
dard value of their crown of three livres did hurt to the Lala f 
that nation, prove nothing at all, as it would be kafy to few, were 
"this a proper place. by burt A one to manüfaéttrres is greater; 
but, 1 in a trading n & ion abliftiments' being under the in- 
fluence and direc = 78 on of me i ns ute perfectly Mftrueted as 
0 Onlequence « e ah jons, the than ubers, 5) After 
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three. 


0: ind It diſturbs che idtas of mochaldotaion wich regard to a r. It diſturbs 


and gives an advantage in all bargains, to thoſe of the ſociety who 5 of 
can calculate, over thoſe who anno. vc with regard 


110 dey It robs the whole elaſs of debtors.when the, ſtandard is rx d 1 


anddit robs the whole: claſs of greditors When it is debaſed. cee 
tio It ruins credit berauſa no mari with borrow: or lend, hg creditors, 
country where he cannot be fare; of receiving back the value of his credi 3 _ 
loan; or of being in a capacity of clearing himfelt by paying back 

[the value he had borrowed. A e tino: tl anntste d 


This laſt circumſtance eee eee ſcheme in This laſt cir 


cumſtance 


Frante. Princes would. go on debaſing their ſtandardſius formerly, witprobably 


could they do it and preſerve their credit. But who will lend a ſhil- ap ge 
ling to a Prince if he ſuſpects he will pay him back, perhaps, with ſix- tice- 


pence? me Prince above mentioned does not borrow : and as he is 


the only one in this -firuation, he u ftandards but «jv 
others cannot venture upon ſech/u'ſtep. 10 vt bin en 18h ein fiaings 
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be aer able te ther inçonvenienceg, and is ſo repugnant to cuſtom; it 
atk TH Al ' would be ridiculous, perhaps, to propoſe it. 
II ſhall reduce;! therefore} all have to propoſe as a ſupplement to 
what has been ſaid already on this ſubject, to a very few obſer- 
vutions- 5d Agi uE Dini off} bas NVA #591 9d Heis, 
The leſs the | ii, Mie leſs urface any piece Has in proportion to its maſs; the 
eh, IR is leſs it is worn in circulation ; and as all' coin is made cylindrical, 
we leis. that whoſe form approaches neafem 0 the cylinder, whoſe height 
is equal to its diameter, muſt have the leaſt! Coin thetefort buglit 
to be made tliick, and for this reaſon louis d'ors are of a better form 
than guineas, and guineas of a far better form than ducats. Were 
it eaſy to give the ſurface a ſpheroidal form on both ſides, rendring 
the coin thicker in the middle than at the edges, the ſurface would 
| be thereby a little more diminiſhed. as 10 0 Aid 4hbiwnar as 
The advan. 24e, The great credit of paper in England, is a vaſt advantage in 
„ e writ many reſpects. It renders coin leſs neceſſary. While that credit 


s for 
the grate fubfiſts, large payments will always be made in paper; and this 
nk 4g renders the coinage of gold in large heavy pieces leſs neceflary. 
noe The coin, therefore, Ih England, oughit to be calculated for the eaſy 


minations are 


3 changing of bank notes, not with a view to the making great pay- 
for prevent- ments in it. For this purpoſe, two and three pound pieces might be 
of pi, le full as convenient as ſingle guineas, and half guineas might be 
proſer ibed. small denominations of gold coin lead to expence, and 

tend to raiſe the prices of ſuch commodities as people of faſhion 

pay immediately out of their own pockets. As for the ſilver, the 

Ra LEST Us | lame principles are to be obſerved. "Crown pieces" are very conve- 

- 22> nent in payments, and nabe a great advantage over millings and 
To lixpentes's ns point of ſurface: The practice in France of cbining the 
greateſt part of their ſilver in ſiich®picces abutidantliy ſkews how 

few of the leſſer denominations (that 1 is ſhillings, &c. ) are neceſſary 

for carrying on circulation. 


Mixt metat 37, The copper coin of England! 18 ee e bulky, in order 


aa to give it an intrinſic value. This makes many people aſhamed to 


mk -B0- ; E290 1 FAT 


ee OOTC OECONDMY/  & 
carry its > conſequently” inerenſbeienpence and raiſes"the price 6 


many things for the reaſon already given.. e 149 5 
What inconvenieney could chere poſſibly be in W pence of in Germany. 
a mixed metal of a-much-lower-ſtandard:than the other coin. The 
_ coin would be leſs bulky, and the intrinſic value might be preferved. 
This is the cuſtom all over Germany. The lower denominations of 
che coin are all of different fineneſs. The ſtandard for what hey, 
call the gur; the 7, the zo, the 1, the 20. creutzer Pieces, are all 
of different ſineneſs; but ill in che ſame ſum, in whatever coin it 
is paid, according to the laws, there qught to be found the ſame 
quantity of fine ſilver. This enables them to coin pieces of very 
ſmall denominations which have however the ſame intrinſic value 
with the other denominations of the coin, and which are neither of 
an unwieldy bulk, or of an inconyenient ſmallneſs. This is the res 
gulation in Set 1 n not * f the © Fulton is well ob- * 
ſerved. 77 | ed bo ag 
Farthings of copper are e good. and convenient : A fo of theſe SES 
ought always to be preſerved in favour of, the lower claſſes of tùhghe Fn 
people, who thereby are enabled. to keep. doyn the prices of the ob hand | 
ſmall neceſſaries of life: a matter of the greateſt j importance to a 
trading nation. 5 tee 
Nations ought to copy 7 * one agocher. what i is ; good. and con, a 3d3 a 
venient, and ſhould be above the thraldom of little prejudices i Ir 4 
favour of eſtabliſhed cuſtoms, which have freqyently nothing wah 
cuſtom to recommend them. 858 
49, It muſt be obſerved that upon adopting the c German regt > Mixed metal 
lation. as to pence, ſuch com muſt not be allowed to be put up, in re 
bags of coin delivered by. weight; ; nor made a e tender 3 5 fige. 
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wy been. able to Father, u 0! 75 authority, concerning the 19 75 
N hes i in tome of the | princ I nations bf Europe, with r regard to 
3 \; Meir) mint: and this” ſo fat only 48 is '$ neceſſary for illuſtrating 5 our 


A 
1 * 
ane 


The 225 1 5 unit of weight in the French mint, is Ne Marc; * 


the unit of 


{French of eight ounces, every ounce, containing 576 grains. The, marc 
3 conſequently contains 4608 x grains c of Paris weight, called poids 2 marc. 
1 By this weight the bullion is delivered to, and the coin 1s taken 


of wei - from the workmen i in the mint, to whom the King gives, an allow- 

When» e r ance.of 36 grains upon the, weight of erer marc of coin delivered. 

n zun 0 This, allowance 1 is called le remede de poids. | ai 31. 0 930g. odr bes 
L A marc therefore of French ſilver coin, is bn tc obe ec at 
4698 grains, but at. 4572. grains effective, 85 5 8 


* 


4h Uns WL 


The flan- 1, Abe fr or tile, as the Ereach call it, or, the fandard of their 


neſsis 11 (fine fler coin, 1s, 11 Parts fine 01 part alloy. At, this rate We ſhall find 
to 1 alloy. in this Marc of coin, conſiſting of 4572 grains ſtandard filyer, 419 


grains of fine ſilver, and 381 grains of alloy. 


ee But Þs workmen, have alſo, an allowance of 3 grains pg che 
ena GPS e geh BROS? , Fx Augen., & nnd 2nd en world 


. 1555 The maſs of ſilver in the French mint (when we ſpeak of the 


fine neſt) is ſuppoſed ig be divided into i deniers, and, evary denier 

a wn le. into as grains : Which, in his acceptation, arc bath,denominatians 
—— —L—⅛C a sd. 11 10 n»vmd1ow % 

Any maſs of ſilver, therefore, of whatever woight,, muſt be ſup- 

poſed to contain 12x24=288 grains of proportion; conſequently, 
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were the ſtandard exactly 1x deniers fine, the proportion would be 
marked thus, 264 grains fine, to 24 alloy; but ſince there is an 


allowance of 3 grains of proportion called le remede dalla, this 
brings the proportion to be as 261 is to 27. This is the exact ſtan- 


dard of French ſilver coin,, ap RR dE ANG e 
fine, which is the term uſed. i inn tl th Nu bh 


Ne find, therefore, the number '& grains of fine flver in 3 
French _. SES; 2 75 75 e Proportions 80 289; 


5 #4 1 1 73: TOH305S refit} ©) 
gg erte e comet hlveh, ae All ge date, Sener 
60 5 C ne liver 
alloy, "and wha 5 4. poide,.. contains, 9 0 ef Ae! bier 4148 38 ne Horn Bog 
kid de mare. £5 3 | A 29 8 2 1g is 1} VC rr %% 480 5 


310 
5 This m marc is coined into great crowns and re : of a a crown, value 3 

11 324 11) V Toe 99 E ＋ 
in the c coin 49 livres, 16 fols. and 0 ö.. 


IE i? be Wor 4s hired 16 ol, dan 


fore 4143.38 ins of ine filver, en 
| 4608 grains (or a mare 'of fine lilyer) wilt be worth FS tick: 6 fols n 
FIC 


un wo! 


9 Je 8. (1: 3 591911 21 f = 30 T 
But the mint price af fine River is 51 leres 3 ſols 3 deniers. Ons Mbit 
Ihe difference, rherefore, between the mint price of fine wer, "a ——.— 

and the price of it in the Coin, will ſhew exactly the expence of 1 8 

coinage; conſequently there is withheld for the expence of coin- 

age and duty of ſeignorage (all which \dediitions and imp6- 7 

Krions are called l trait ds monnoyes) 4 Meres 3 fols 6 deniers upo _ 

every marc of fine ſilver. "To know how ach this makes ber babe, e an 


fate it thus, tagt A199 10 Twlk earl) og ollz 1 o; 
35. 162": 888528 oo: 108.2. 27114 10 Elis 
80 chat in Frante there 16 8.2 fer dent . deduQted mw the coimägt of 416 et 
filver, as ary been ſaid. Let us deat examine Wld reguldtivus Nd to coinage 8, 
the gold. qe avilw) nim cao oi ni en To em SAD per cent. 
upon ſilver. 


5 8 above, ig the unit of weight for the gold, an GH- remedy of 
tairis, as has beem ſaid; 4668 griins; of which 1g Frais ars AH . upon 


to the workmen for the Remede de poidt'2\PEhntiri 2 bf AURA GN 
an thei mare 4493 gramm to (9102-21900 III 120 tam yaa 


vir up3ING? : noir 20 2 2011617 D =pcx£1 045300) 03 bing 
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The fineneſs The ſinemeſa is teck qned Sante dt eight, but dtn mi- 
N nation af proportion) for the gold. as the denier is ſor the fil er. Finę 

gold js ſaid to be, as in England, of 24 carats. Ihe carat is divided 

into 32 parts, ſo 32424=768, are the parts inta which any given 


muaſs of gold is ſuppoſei to be divided, hen we ſpeak of the ftan- 
dand fineneſs. _ 1918 v6; „ u £4109 i u 30d elem 


The remedy The ſtandard of French gold is the fame with chat of ſilver, to wit, 

l oon ., or 22 carats ſine. Upon this the workmen are allowed 2 parts of 

24u ccarat, for the Remede alley; which reduces the ſtandard (o 21:2 

Lake pt fine, to 1:52 carats alloy. This expreſſed according 1oithe 
diviſion above mentioned, ſtands thus, 692 parts fine to 76 alloy. 

Jo find, therefore, the number of grains of fine gold in We 


__ the oi we We ſtate the following analogy. ei den 
ee 587 Ne 769: 692::4593 419848. 
The we The marc of gb coin n POR whe all dedudtions 
into what 4138.48 grains of ſine gole. 5 
| This marc is coined into 30 louis do ors of = n aach. ne! in 
d 4 all 720 livres. 4 e ore 171111 (1.34 . 1 14/424 enn 


Ik, therefore 4138.48 grains of fine oth bewerte in the coin 920 
- > - Þvres, the marc of fine gold, or 4608 —_ will be worth 11 
; livres 12 ſols. 


Miat price 5 But the mint price of fine gold 18 740 livres 9 ſols 1 denier, ul 


* gold. of The difference, therefore, between the mint price of ſine gold, 

And the worth of it in the coin, (viz. 61 nme 2 — 

ſhew exactly the price of conage. n 

If we aſk how much this makes per cent. we may ſtate it chus, MAY 

e BOHR 4112 ene Fords 32 KU Si uh, d b. 

The price of ® So in a France there are 2 n cent. deducted for coinage _ 

coinage 8] old. | Nun 90 10 babes 3: My 
per cent. 8 


upon gold. By the mn Sobel it eee that the King takes 
wn og above 8 per cent. upon the coinage both of gold atid five. 
the mint. For many years paſt there have boen no violent methods uſed to 
bring bullion to the mint, and yet we ſee, by the dates upon the 

French coin, what great quantities have been ſtruck both of gold 

and 


Cn. vil. OF) POLTPECNL) OECONOMY; 7573 


and ſilver. This is a moſt convinc ig ptoof, 1 chink, chat the im- 8 
poſition of coinage, OHA eee is no interruption to 

the mint; and being a matter of ee eee, is à con- 
ſirmation of that principlwmee. ei enn 
Bet us next examine the proportion \berween the eue ef theo: the pro- 


metals, both in the coin and at the mint. anonf bergb free 5 
For this purpoſe we muſt compare the mine prices i in one-equa- 2 
| tion; and the-value of the gold d 1n in another. * h 


At the mint, a marc of fine ſilver is nad 51.162 livres, eee How to dit. 
of fine gold 740.409 livres : conſequently 51.162. 740409697: 14.47. ner 

A marc of fine filver, in the coin, is worth 55.38 livres; a marc 
of ſine gold, in the coin, is worth 801.68 livres. — deſire 
ſtate thus, 55. 38: 801.61 :: ahn 9168 Ry I 

The proportion, therefore, both at db mint 3 in thy COIN is The propot- 
the ſame; and is nearly as che French writers ſtate it, to wit, as bo 171 L, 
1 is to 14. U, but more n as 1 to 14:475 which is very nearly 


as 1:tO 14.5. | 
From theſe computations we find the a ins of * . AS cos. 


tained in a 


in a louis d'or, and of fine ſilver in a great crown, or piece of 6 livres. N al 
In the louis dor there are 137.94 grains fine, and 153.1 ſtandardd and ſilrer in 


en | et tis livres. wg 
Ins the great crown there are 49943 "__ and. 5 "OY ſtandard 
ſilver, a 4 = | 9 2 * A 


. Farther, by the — no a — bean is — 
ala comparing the accounts which French writers give of the pro- of French 
portion of the Engliſh troy grain, with the grain of the Paris pound, | gag 

and the accounts which Engliſh writers give of the proportion of . 

French grains, wich thoſe of the troy, pound; and after checking 
theſe accounts with the moſt accurate trials, by weighing and 
taking a mean proportion upon all, I find that à French grain paid 
de marc, is to an Engliſh grain troy, as 12 1. 28 is to 100, See the table. 
What a ſhame it is, that ſuch, „„ md | 
by approximations, in the age in which, we live! *Y 


vor mw: Hm) no EN To 


1 
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To diſcover; therehore, thetoupabrcofitiroy grains. of fine gold in 
1 a louis dor, flate thus, a22i782v100 1013794 zaman 911650 , 

Proportion Now a guinea contains q 191651 tro grains of fine gold, and yet, 
between the in almoſt every country in Europe, the louis d'or, in time of peace, 


louis and the 


guiaca. paſſes for as much as the guinen, hen both are af good weight. 


This is a matter of fact Welbknoun, and is a confirmation of another 
principle which I have laid down, to wit, that the im poſitiom of 
coinage gives an n to a 1 even in m 
countries, moilud vr e bod of 51 


Of the ſine- +; The ſineneſs of en ſilver wrought into SR 18 © AG 
Heis o 


French from that of the coin. The fineneſs of the coin we have ſaid to be 
wrought; 10 deniers and 21 grains, or 261 parts ſine, to 27 alloy; and the 


Hate. ; : ; : 
0 value of a marc of it (When the 36 grains of remedy of weight is 
53 deduced) is 49livres 16 ſols, which makes the full marc of 4608 gra ins 


to be worth 50 livres 4 ſols. The ſtandard of the plate is 1142 de- 
niers, or 274 ſine, and 14 alloy. In order, therefore, to find the value 

of the plate, at the rate of the coin, ſtate thus, 261: 50.2: 274: 52. 
conſequently filver g in ee at mo rate * eren ae e 
benen 14 fols. Off = | 51 1 01 
When gendmube ſell their bes hop ao oats to iba 
for the metal, the current price of the market; but as that is con- 
ſtantly varying, the King, for their encouragement, has fixed the 
value of the marc of it at 52 livres, which is only 14 ſols per mare 


below the value of the coined ſilver, including the priee of coinage. 
Conſequently, were goldſmiths to melt down the coin in order to 


make plate of it, they would laſe 14 ſols per marc, beſides the e 
pence of reducing the melted: coin to the ſtandard of the plate. 
Goldſmiths, therefore, in France; will never melt down the coin 
vhen they can find bullion in the market; at the price of 14 fols per 
mare below the value of the coin; ande have ſeen that the price 
impoſed on coinage generally reduces the bullion to near 8 per cent; 
below coin: bur ſuppoſing them to melt it down, there is no loſs to 
the tate, becauſe the coinage is alrrady paid... 


"= 4 


bo 
Sa wh irs 


8 r Nn M 4 n — 
7 ee 2 2 * 7 NN 
r N N 3 r aa - N Sy 22 W 8 — Me o £ " 
r IE Re . 2”, (i OE En ER EEC ar CI = 


8 3 8 2 
1 N r Fran 
5772 Oe br RE ol ng 


C 

)7d%%ßꝙͤͤͤ’Wmww 7 oc Ee WS eros 

e 5 . Er. 2 
3 Ihe ET 1 


MY „ 
IN OAT I OY IEA 
A 
1 AS TRIES 
. rer EN 8 


ci OF! POEITIONE OECONOME! /// ” 


By dais regulation, goldſmitlis profit by the impoſition of coin- Goldſmiths 


age; becauſe the mint price of ſilver being 8 per cent. below the 


value of the coin, and that keeping the price of bullion low, golds n cage, 


ſmiths gain upon the ſale of their wrought plate, all the difference 
between the price they pay for bullion when they make their pro- 
viſion of it, and the price they are allowed to ſell it at vhen wrouglit. 
Another conſequence of this regulation is, that there is no com- 
petition occaſioned between the mint and the goldſmiths, to the 
prejudice of the latter. No body will carry bullion to the mint 
while' there is the leaſt demand r to make it into nn er 
conſequence is plain 51 10 ten Si ng 3 


Bullion can never fall lower a mint price; e * And never ; 
mint may rather be conſidered as receiving the bullion upon an mint in com- 


obligation to pay à certain price for it, than as demanding it in the 


market. The ſmalleſt demand, therefore, from the goldfmith, uk. 


raiſe the price of bullion hen it ſtands at mint price; becauſe he 
who has it, will never give it to any body who has occaſion for it, 
without ſome ſmall advantage above what the mint muſt give him 
for it; but the mint price being fixed, no competition can come 
from that quarter, and therefore the advanced N the goldſmith 
ee E 4 8 


Upon the whole, the regulations in France appear (fo far as 1 Advantages 
evitpretent them) admirably well contrived to ſerve every pur- regulations, 


poſe. They prevent the melting down and-exporting! of the coing 
they prevent bullion from being coined, when it cannot remain in tho 
kingdom; they give an adranced value to that part of the nation's 
coin which muſt be exportetl for the payment of the, balance: of 
trade; and they recall it home when the balance becomes favaurs 
able. They prove an encouragement to the induſtry of goldi micha. 
there is a ſuflicient check put upon their melting down the ſpecie; 
Artick there is no diſcouragement given to prirate people from mak; 
ing plate becauſe che filver in the plate is {old by the goldſmith, a 
(mall matter below its intrinſic worth when compared with che 
coin. | 
3 The 
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The only tkingoto be seformeld ĩs nei remedibs latlowed:bpithe 
King upon the weight and:fineneſs;dbecaufe atitends ito zperplox 
calculations, and is! neut alk inecelary. hen exactneſs can be 
procured, it ought toche procured z;and as the workmen: regularly 


profit of all che remedies allowed them, t ia ap roof that they 


have no occaſion fer an imdulgenre 4eamake up for their wand of 


dexterity. Rel e118 9113 ai bl 108 10 90 9 2 10 110111040 5 970dE 
I ſhall make no mention of the duty of controle, upon wrought 


| plate. This 1;ceafider;e8 an exciſe upon a branch of luxury s con- 


ſequently, he ęxanination of it ane ee of taxation; 
and: is foreign to that of mone Money. eITEM SS Hino 21 HOO 1 
It has been ſaid above, that the e de of coinage (occaſions 
in g the coin of France to eirculate, almoſt at all times, above ite 
intrinſie yaluc as bullion, even in foreign countries) prevented bul- 


lion from ever riſing in the Haris market to che price of coin. This 


phinciple 1; ;alſo ſinel con ſirmed by facts. 18 ion elm 45 7111 


High price Foreign gold of aa carats fine, ſold in che Paris market ¶Oeeem- 
of bullion in Der 3311; 1600 at: liyres the marc. In order to ſind the value of. 


the Paris 
mat ket 
«luring the 


year 1) bo. 


the. Marg of ſine gold. ſlate chus, 32 7125124 576.1. Nowithe; 
mare of, ine. gold in the coin, we have ſeen to be 801. 12 ſols. Soar: 


- this: time, when; France is engaged in a molt expenſive war, while 


ſhe isglaily ex porting iamenſe; quantities of both, gold and filyer: 
(ain, iopay het armigs.and ſubſidies, the price of gold bullion in 


henguarket 38:24:liyres; 18 ſols per marc below the value of her: 


coin. Nathing but tlie advanced value of her ſpecie in foreign cur» 
rency, could poſſibly produce ſuch a phænomenon. But when ſhe 
was ſending ſtamped ingots of gold to Ruſſia, in the month of Sep- 
tember laſt, the price of the gold bullion of 22 carats then roſe to 


734 livres per marc, which for the marc of ſine gold makes 800 


livres 14 ſols, which is but 18 ſols below the value of the coin. 
The reaſon is plain: the coin ſent to Germany, or Holland is con- 
Kantly returning to France, or at leaſt may ſoon return, which ſup- 
Ports the high price of it in theſe COUmTIES; but what was ſent to 
Ruſſia was plain bullion. | 
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»((Beforbboticludorhis chapter, muſt fay wopd oonetroingithe 
wearing of the Frenchucoin'by-circulatibns 21210 0 23 


As paper money has no currency: in France; by any public autho- Preſent late 


of the wear- 


rity, alb payments muſt be made in coin Tor this purpoſe the fil> ing of the 
veris more commonly uſed than the gold; from which I am obliged French ſilver 


Coin. 


to conclude; that the fil Ver muſt bs ſortiewhat over- rated in che com, 
above the proportion of the price of wein in Gio Paris market s 0 
of this I have no exact informatio]]n. 5 

The ſilver coin is dupa ef üg geen dwuenb, e (ids. 
livres. This ſam on coming out of the mint, weighs,” according to 
the following equation, 23 marcs 7 ounces 152 grains. State thus; 


8.3 great crowns=45752 grains ſtandard e W 


200 110168. 623 marks FGunces 152 grains. 

Theſe ſacs, according to my information, Aich eonfladtly: a 
leaſt 23 marts 7 ounces, 'excluſive of the ſac; fo that the French 
filver currency has nat, at this time, loſt above 152 grains upon 
the ſac of 1200 livres, which is about 42% per cent. IRis is a trifle 


upon a fmall ſum; but as no difference, however ſmall, is a rrifle/ | 
upon à large ſum, a limit ought to be ſet to the farthier diminutiom 


_ of the weight of the currency, which might be accompliſhedeaſily; 
by ordering all ſacs of 1200 livres to be made up to the weight of 
23 marks 7 ounces effective, for the future. This would be, at! 
preſent, no injury to the public; there would be a ſufficient allows” 
ance given for many years circulation of the coin, and the 
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ttt ods. HO, ⁰ꝰxY Ni wie neg eich 91997 200; breed 
_— 1919749 36 1155 Sor Inn ROH ods wm d ole 
| CH A P. vll. 87 1 K For Ooty obi 
; em dot off itt eng gif tO 
Of the Regulations obſerved in Holland, a5 ee, 7 Cin and 
i Bullion. 7 es . = _ 
8 FT comes next in order to examine "oy this matter ſtands in the 
curtency. en fates of the United Provinces, and with this 1 ſhall conclude. 
We ſhall here find'the queſtion infinitely more involved in com- 
binations, than hitherto we have found it. We ſhall find the moſt 
ſagacious people in the world, with regard to trade and mo ney, 
ſtruggling with all the inconveniencies of an ill regulated coinage, 
and an old worn out ſilver currency; carrying on their reckonings 
by the help of agio; weighing their ſpecie ; giving allowance for 
light weight; buying ſilver with ſilver, and gold with gold; as if 
it were impoſſible to bring the value of theſe metals to an equation; ; 
„ loading commerce with an infinity of brokers, Jews, and 
e caſhiers, without the aid of which i it is impoſſible in Holland either 
"ag to Pay or to receive conſiderable ſums in material money. om 
It is very true that what muſt appear an inextricable perplexity 
to a ranger, is really none at all to the Dutch. Trade is there fo 
well reduced | to ſyſtem, and every branch of it ſo completely fur- 
> "niſhed with hands to carry it forward, that the whole goes on me- 
at chanically, and though at a great additional expence to trade in ge. 
neral, yet at none to the merchant; becauſe he regularly ſums up 
all this extraordinary expence upon his dealings, before he tuper- 
adds his own profit upon the operation. Were therefore” all this 
uhneceſſary expence avoided, by a proper regulation of the coin, 
the conſequence would be, to diminiſh the price of goods to ſtran- 
gers, as well as to the inhabitants, to leave the Profits upon trade, 
relatitè to thé Merchants,” exactly as before; and to increaſe, con- 
ſiderably, the trade of the republic, by enabling them to furniſh all 


commodities to other nations cheaper than they can do, as matters 
ſtand; 


exilim, Df HAT OECONOMY. * 


ſtand; but were this plan put in execution, the conſequence would 
alfo be, to take bread from all thoſe who at n live > the diſ- 
order, which ought to beſremoved. / tf 3 


| Of the regulations in the Dutch mint. Regulations 
seie weight in the Dutek mint, is che marc Alland s toes, mine, Dutch 
or gold weight. | ora | 
This weight is about 1+ per cent. lighter than 8 ounces Engliſh Their unit 
weight, without coming to the moſt ſcrupulous exactneſs. — 5 


This marc is divided into 80 QUNCES 3; every ounce into 20 engles; Hollands 
every engle into 32 aces or grains. The ounce therefore contains 
649, and the marc, 5420 aces. By this 4 bullion is bought, 
and the coin is delivered, at the mint, or v Wa in. 
when weighing i is neceſſary. 

The mint delivers the flver coun n_by t the marc weight; but 8 The remed:” 
the full weight, there is deducted as a remedy, one engles and one ff weight m_ 
ace, or,33 aces: ſo the marc of the mint, by which they deliver the. 
ſilver, contains 508) aces, in place of Kar fr. 

Ihe fineneſs of che Dutch ſilver is various, according to the ſpe- The finene&- 
Fw 1 ſhall here, for the greater dictinctneſs, take notice only of 1 
the ſineneſs of the florins ; ; becauſe it is the beſt and the moſt ſtan- — 
dard coin, uſed in the payments of foreign bills of exchange, leav- 
ing the other varieties of their ſpecie to be conſidered afterwards. 


By ſlorins I mean (beſides the florin pieces) thoſe alſo of 30 flivers, Florins are 


+ fine 


and the 3 florin pieces, the ſtandard of which is all the ſame; to with one 
wit, :: fine with one grain of remedy. | —_— ce 


The mals of ſilver in the Dutch mint, (when we ſpeak of the fine-,, they 
neſs) i is ſuppoſed to be divided into 12 PFAGFs and Fry penny into reckon their 


f vet ſtage: 


24 grains, as in Trance,, „Z dad. 
Any. mals of ſilver, therefore, of wh weeight, is + ſuppoſed 


to be divided into 288 parts; conſequently by +; fine with one 
grain of remedy, is meant, that there are 263, of 7 parts fine, 
and the remaining; 25 parts. 90 ee This 18 the exact ſtandard of. 
the Dutch florins, WL „„ =, 


* | © a 11 | LE: ? To 


3 


8% AN INQUIRTUNTO Tu ̃̃ Deal. h 


11-24 247 3 Porfind thinefore; the nuinber:9f gmina:df fe ſdvenin aher 
b 05255 eight, as 4636-06/iverect ar min wedndRidiuenthis popeniong 
ods 011288 : 2632:3 89: qlagand bonodior ei blog od: to brabaztt 2 
2.5, aer. he nxarc therefore of wmedl flver florina, after all deduGions. 
lber u for alloy vnd for remedins;p6weight and-bbifigeneſs, contains! of 
8 fine filver 464354 acts Hollands troes. r 882 til u o baloq 
forins This marc is ordereſb ter bæchinnd into2 34 fovinss If therefore, 
92. te, 4645.4 aces of fe ven che: worth a 3.fg or (in decimal, forte 
1 . of :facilitatirig/thharkadon)b2g:202qflonns;: then tha fulb mare 
or 5120 aces of ener ail he warthags7 2 florins.iby this gaari 
logy, 464534! 23.2024cti5H2a0 : 2552245 27 eee eee 1897 engt 
Mint price But the mint priee:of»the marclof fing;filver js 25, 1 lorins. Thie. 
of fine ſilver. qifferente, therefure, between the mint price of fine, ſilver, and. 
the price of it in the coin, will ſhew exactly che expence of coinage 
nv Hen State tus - r 57 0; blog zu to amor to ene 2 bait r 
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0 ahh f The priee of a marc of fine filver in the cin . 27.872 
Wh I Price of ditto as paid by the mint | fs =» 25.1 

„ rn. 313! I 1 7 121 114 . 31 (27H b* tt 9 DI * 10 1 4 319111 SLE 51 

kl e Frice, of coin 285 75 1997 To 25 (DEI. acts volls ee 


er gt date thus, 


ia 


Jo know how muck this make 
25.1 25. 4725: 100 101.4 
Price of 89 chat; in Holland ther . not, quite 1: Pen cent. taken upon 6 he | 


111 18 * 


— f : hp 3 next exam che re ulation a 
, ext exa ine 
—— coinage c ? flyer florip 3 vr 109! M1758 wo 6936 0; 81 [EYE 1 ; to, 


per cent. gold coin. 


OE \, There are in Holland Mb ſpecies of gold MO Kage i 
Daich gold weights, fineneſs, and denominations, to wit, the Ducat t and 1 the 


enum Riders, we mult, thergfore examine them, ſeparate ly. Haba 130 
The dc, ile dun is has they call , e deen Sn lence 
| denomina- under the authority of the late, in All. t E he - nts, and of a 
tow. minate weight and fineneſs ; but not 30 money in paym 5-4 
becauſe it has no legal denomination. 
Ducats are delivered by the marc weight as the fver;, but chete 
is a remedy of weight deducted of one emgle per mate S0 che 
marc of ducats, as delivered by the mint; weighs but 5088 aces. 


b n EAT OEBDNOMY/ 8. 


Anme flnenets of che ducate is (ar iſithe echpire} of z carats 8 The fncach 
grains but in Holland they allo on grain vn emed e — 
The ftandard of the gold is reckoned by.carats and grains: 244 How tho 
euratb ate called fine gold; and evicryearar is divideedinto-a2-grains ; gd 
i len ie maſ of guld be ot what weight fever, id is always ſup- Wk 
poſed to contain 288 parts, thatis;1aagoht this rate the-fineneſs 
of dueatb is 283 parts fine gold; and part A'ỹꝙI dg 3 
The imperial ducats ought to bea parts ine, 3 parts ſilver, and Fiueneh of 
one part copper, without any reed z but in Hqlland the aſſa vers the po wag 
bring the gold to the finenofs of 23 <arars and grains then they 
ſuppoſe that what remains is all filver, and they take their remedy 
by adding one grain of copper. '' Dutch ducats are therefore ſume- 
ching in the fineneſs, though nothing in the weight ome the 
regulations of theempire. 7 1 Low 0997 v2 oo 1 none off 
To find the number of grains of fine gold in the mare vices Ersa da 
as it is 2 from the mint, we muſt ſtate this poche 1 . 


gold in a 


288 : 283 :: 3088 : 4999. . Me 8 
The marc, therefore, of gold coined into ducats, after all deduc- 9 


tions for alloy, and for the remedies of weight and fineneſs, con- — 


| rains 4999.6 aces of fine gold. This marc is ordered to be ined mint. 


into 70 ducats. 3 
If, therefore, 4999.6 aces of he gold, be worth 70 ducats, then N60 00 
the full marc of 5120 aces of ſine gold will be worth ; 71 687 285 ene. 


dy this proportion, 4999.6: 70: 5120: 71.687. » 1255 159 
But the mint price of the marc of fine gold is 71 ducats. „ — 
difference, therefore, between the value of a marc of fine d wy — 

ducats, and the price given by the mint for the fame quan- | 
ti 165 C Sold! | button, he ws the expence of coinage. State thus 
18 of the marc of ine gold! in ducats 0. 71. 697 ducats ad 
Mins price of the marc dito e 


Price! of e 0 de Niger een t d bor ein 0 
»To know how me This make MO thus, * £ 
1958 8892 ud 77687 Oo DN ed 
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gold 
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Price of go chat there — viper ca 2akew fin; Holland upon the 


me" coinage of their gold -ducarstigi/ fo tls 01 es nin oH ererctF. 
e r per” But upon the ſilver florins there is (as eee near br 


The price of cent. conſequently, there is an encouragement of 14 per cent. given 
— ada oa for carrying to the mint preferably to ſiloer; which, in my 
ould be humble opinion, is il judged. 1 allow that the expence of eoining 
me * a ſum in ſilver is greater than the expence of coining the ſame ſum 
in gold; but I think it is better to allow an additional profit to the 

mint upon the gold; than to diſturb che equality of intrinſic value 

- which ought to be contained in the ſame ſum coined in gold and 

ſilver. But indeed, according to the preſent ſtate of the Dutch mint, 

this fmall irregularity is not much to be — as nn ſee 
preſently. - 55 6 rot 

The Rider | Riders are a coin but lately uſed in Holland. e the 
Dutch had no legal gold coin, filver was their ſtandard ; and ducats, 
as a negotie pfenning (as they call them) found their own value, av- 
ing no determinate legal denomination, as has been ſaid. | 

has d legal But of late the States have coined this new ſpecies of gold, to 
| . which they have given a fixed denomination, and the authority of 
a lawful ten a legal coin, to be received in all payments, ſo far as one third of 


bn 8 = the ſum to. be paid; the other two thirds muſt be paid in filver : 
of the ſum, hut of this more afterwards, our preſent buſineſs being to examine 
me weight, denomination, and ſineneſs of this ſpecies. 
is coined al- Riders are coined by the State alone, no private perſons carrying 
8 fe bullion to the mint for that purpoſe ; the coinage, therefore, not. 
the ſtate; ſo being open to the public, it is in vain to ſeek. for a mint price. 
there can be 5 8 3 E 
no mint They are delivered at the mint by tale, not by weight; ſo we muſt 
42 inquire into the ſtatute weight, ſineneſs, and denominations of this, 
ſpecies, in order to diſcover the quantity of ſine gold which is con- 
tained in the florin of this currency: this we ſhall compare with. 
the florin in the ducat, and fo ſtrike an equation between the florin 
in this ſtandard coin, and in the other, which finds its own, ere, 
according to tlie fluctuation of che metal! it is . of. 


7 | A marc 


amp VI. er POLITIOAL OECONOMY./| // 8g 
Amarc of fine gold ſtruck into riders circulates for 374 _— Regulations 


This is the regulation as to the weight) > 
Ihe ſtandard is exactly r fine, or 22 carats, without any r; Ro 


he denomination is 14 florins for every rider, the half rider in of riders. 

proportion. To diſcover therefore; the quantity of ſine gold in Aa 

rider, we mult firſt divide 374 by 14, which will give the number 

of riders in the mare fine, viz. 26.74 riders; then we muſt ſay, if 

26.714 riders contain a mare of fine gold, or 5120 aces, how much 

willone rider contain? The anfwer is fr 191.65. 115 

Divide this by 14, and you have the number of aces of fine gold Quantity of 

contained in a florin of this currency, 1 6 i e tee 1 
Here then is the exact weight of the fine gold contained in one riders. 

florin of the currency in riders. 

Let us now examine how much a duent ought aß for, in norder To put the 


Wm the currency of the riders. cps ry 
We have ſeen that a marc of fine gold is coined into 71 687 PR mane it 
ſhould cic- 


cats. That number of ducats, therefore, to be upon a par with the culate for 5 

riders, ſhould be worth 374 florins. Divide, therefore, this laſt g dt 

number by the firſt, you enn florins, which is a une 4: 58880 

more than 5 florins 4 ſtivers. 0 
Were the States, therefore, to give a fixed been to . Unity of aot 

cats, they ought to be put at that value; but the trade of Holland geen, 

requires that this coin ſhould be allowed to fluctuate, according to 3 of du- 

circumſtances. The great demand at preſent (1761 for geld to fend 

to the armies preferably to filver, on account of the eaſe of tran- 

ſportation, has raiſed the value of that metal, perhaps + per cent. 4 

above what it would otherwiſe be. If then! per cent. be added, it 

will bring the ducat to the preſent current value, to wit, 5.4? florins, | 

If, therefore, in order to bring the currency of ducats upon a par 

with the riders, they were fixed at 5.4; ſtorins, it is very plain, that 

no more would be ſent away in payment at that rate, becauſe of 

the prefent advanced value of gold; conſequently, none would be 

coined; the mints would be ſtopped, and the armies would be paid 

M 2 in 
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ſteguineas hd HevtUg Ayl tre aheI TH and reebi ER Uf nch 
keeps all theenints5A Boland &b¹i tan, eναννL oi-̃n. 0! Nneãi or 
*IThis; beſides empleysng and Rving bread ts x Humber ef hands, 
multiplies the Durehicerrency} 26a time aten uE have fc grene! 
o i 9d: o woy el ach yd ift 2d obwib K. N X 
et usintxtexamine:tho ph pri the metals infthe odin. 03 : 
How to find tiere muſt adhere cloſely to che regulations of the mint: above 
he proP*t- mentioned, and only determine what the proportion of the metals 
ant Se would be, were dhe coin-of Holland, both gold and ſilver; of tan 
__ aa dardowelght, and were it the prafiticeiito>payifor the metals at te 
Penne.” indi; indifferenily ini dicher ſpecies, But neither of 'theſe ſuppo - 
non in the ſittens are to be admitred: Firft; becauſe the filver toin is not of its 
Cats, due weight; and in the ſecond place, becauſe the mint never huys 
| _ gold>bultion-bubwith«gold-coin, mor flver bullion but with Giver 
cam. his is the'infaltjble conſequence! of a coinage ill regulated; 
im What relates to ie proportion of the metals, which ought reſpec- 
tively to be put into the ſame: fuin, in the two different ſpecies. 
A ene Fkvdulabgendteſixowexamine tlie proportion of the metals, with. 
. enefpekr every Sethe of Nei tein. Ix would alſo be incorrect to 
»b@xamine it as to the dueuts heeauſe that fpecies has no fixed legal 
aving/1-1d @hbraindtion And the Ipr&portien f the metals is to be meet 
ea elne Genentinntien bf ile Going OH! 
eh 2% Hut PAfHDCUrelit ameig the peopleifor's floring! 1 4 05 ; but „ 
_ with merellants Hie hayfthem as: merchundlze, their value is con- 
unun⁰iÆ,⁰ varying preſent (Supteraber W761)! then new teined 
ducats brought in bags from the mint, whiet never! have cirtu- 
late®, wrebonghtifor'y florins pp ſtwers; thoſe which Rave dreus!! 
lated (Wert ivifora dy) fall, from that very circnmtance, 494Hflow 2 
rins 47. Rivers; whicw isa diminutien of mear i pen leckt afl their 
valub. This Pheitomenon ſfiall aftetwardy be A oνnÿRedd fbr. 
were an the This being the unf“ Ve ho method left! ro judge of te pro © 
coin of kal portion bf tAAMetdlsl it HN con of HoHandubUtib ye proportion 


weight, the 


proporcion of fine gold and fine filver:fo6atid> in * paid in florims 


would be as 
1 10 14:62, «fi 1 I 
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afl weighs, and fin now xidergb ther ene and che, ther coined; 
according to the xegulations of ahe mint above mentioned... 
Itchas been ſhewn chat a marq e gold lin riders. irpulates 
for fo 354. and that a mare of fine ſilver in flaxins circulates: for 
. 25.572 ; divide the firſt by the laſt, you have the proportion aa 
x to 142 But We ſhall afterwards diſcover a circumſtance, not 
taken notice of in this: place, which |wulb reduce num don os v 
D asdw 9nimi9b yido bags banonuant lag, 
Frum the above :calculdiiansþ melahayceably diſcover hs "A que" | 
quantity of fine;(filearyandafine gold cantained / in a Dutch florin, L fen = | 
whether realized in Glver florin —̃ — eee 
As this will be of uſe when we: come to examine the par of e- 1 
change, it will not be amiſs to ſet before the xrtader, the exact ſtate 
ok rat particular before we proceed. Weibave: ſaid that whoever: 
receives ,. 24. K in ſilxer florins of full weight, receives a marc of 
fine ſilver, which contains 5126 aces. Divide the laſt ſum by cher 
firſt, you have 200.21 aces of fine. filyer for the flori . 
Whoever: receives J. 374 in gold riders, receives, a mart of fine Quai ati Z 
gold, which contains $420-a0cs.,, Divide: the laſt m by the e — 
you have 13.69 aces of fine gold for:the florin. 43 irn 
We have ſeen that ducats fluctuate in their 4 8 nd noeme 
legal denomination, which obliged us to ſtate the current value of pe pro- 


tion as to» | | 
a marc of them at 71.687 ducats, not being able to expreſs that the duct; 


value in ſlorins à becauſe of the unſeuled denomination of hat per 

cies. Let us now ſpecify that value in florins, upon three ſuppo- 
ſitions . The firſt, that / the / ducat is worth what it paſſes for among 

tha pepe, D NIC . The ſecond, at the value of naw du- 

cats from. ie m t wit, , tu. The laſt, at che merchant 

price of goed ducats, Mhich have circulated, to wit, 5 A. 

In the, ar, caſe (he ducat at 5 5 73-689 ducats are worth 

376.35 florins, this being the value gf a. Mas of fine gold in quant. 
and the marc containing 15420 AGCy4 divide che laſt bythe firſt, you; Chl re 
* ee * * n 501 bas blog vail 10 nomogure 


bidde 


fi: BY 


+ 
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la the ſecond-caſe (the dyęat at g.. 4c 71-087, ducats are word 
375.04 florins; by which number divide antes, vou have 
t 3.651 aces. of fine gold for dhe flor inn ag a 
In the laſt caſe (the ducat at 57 4 240. 785 ducats are worth 
3741; by which number dividing 5120, you have 13.685, aces a5 
fine gold for the florin, which comes within a trifle of the flariniin 
riders. t be; 
by which it But now (in June 1762) J ESA that the expats * new ducats 
y hy deen the mint in the Holland- market, is got up to 3 /. 54 fl. in this 
bas raſed. caſe, 77.687 ducats are worth 378.1, florins; by which number 
| gol. and... dividing; 5120, as before, you have 13-541 aces of fine; gold for the 
— of florin. 


the metals If we ſeck phos be oper Upm eee he wa wa 8 


in Holland at 


2 20 14.785, muſt ſtate thus. If a florin in ducats contain 13. 541 aces of fine 
gold, and a florin in ſilver coin contain as, above 200.21 aces of fine 
ſilver, then 13.841: 200. 21:: 114. 785. So the effect of this War has 
already been to raiſe the value of gold 1.12 per cent. above what it 

. li on 710 eſteemed to be, when the riders were coined. 
yah The proportion as to riders is, as before, 1 to- * 


wuchs The pl eſent proportion as to ducats i is 1 to 14.785. 


riſe upon be 


7 * per I muſt farther obſerve 1 alia Cabjea, * although we have 
= ſeen that the ducats which have circulated for ever fo ſhort a while, 
when bought at 5 / 43 ff. produce for the florin 13.685, (which | is 

more than is produced by the new coined ducats freſh from the 
mint) we are not from this to. conclude, that the former are intrin- 

ſically a cheaper currency than the latter. I have been at all the 

pains imaginable to weigh theſe ducats againſt others freſh from 

the mint; and allo to compare their weight with what! it ought to 

be by the regulation; and I have conſtantly. found near: 4. per cent. 
difference between them. This is entirely owing to the nature of 

The the coin. The ducat has a large ſurface in Proportion to its weight; ; 
Ar N ries a very ſharp impreſſion, full of ſmall points; the cord 
about che edges 1 1s exceedingly rough; ſo chat the leaſt rubbing, 

| . breaking 
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breaking off choſe {mall points, dirniniffiesthe weight of the price 
near : per cent. which is clear loſs,” riot only to the proprietor, but 
to the ſtate, and to all the world. Beſides, thoſe who are obliged 
to go to the mint for ne ducats, are ſuppoſed to bear the greateſt 
weight of the coinage'of a piece which, having no legal denomi- 
nation, is left afterwards to ſeek its own value, according to that 


of the metals at the time. 


£1907 


| 


As 1 have entred into this minute detail of the weighs: of fine 2 


ſilver and fine gold contained in the Dutch florins, with a view to minucederail 
facilitate the calculation of the par of the metals contained in the 


coins of Holland, and thoſe of other nations; I muſt next mention real par % 


the coins o 


the proportion between the aces in which we have expreſſed the Europe. 


weight of the Dutch ſpecie, and the grains in uſe in ſome of the 


principal nations with which they trade: These 1 take to be Eng- 


land, France, and Germany. 


The reduction of weights to kth exactneſs, is beyond Proportion 
the art of man; and to this every one, who ever tried it, muſt ſub- 
ſcribe. I have been at all the pains 1 am capable of, to bring thoſe 
weights to an equation; and here follows the reſult of 1 my exami- France, and 


nation into that matter. 


the gold weight of the empire) are exactly equal. 


Ur proportion to their grains. 


that makes, — thus, 3340 : $192.89: Ie" 2324.10 


par of the metals contained in the coin of thoſe nations, reduced 
to the weights of Holland, I ſhall ſtate the following, computations 
A pound ſterling i in ſilver, by the ſlatute of the 43d of Elizabeth, 
18 1718.7 grains troy fine; to know how many aces Holland troes 


By all the trials and calculations I have made, I find that 7192. gm | 
aces Holland-troes ; 3840 grains Engliſh troy weight; 4676. = 
grains Paris poid de marc; and 4649.03 grains an (which * 


I reckon by the loweſt denomination of theſe ſeveral weights, to 
wit, their grains; to avoid the endleſs perplexity of reducing to a 
proportion, their pounds, marcs, and ounces, which bear! no > regu- 


To give ſome examples of this methad of calculating the cxact Par of a 


4 2 
—X 


pound ſter» 


ling, in 


Divide 


8. weighty ſil- 
ver, with 
Dutch flo» 

rias in tiders 
is 11 florins. 
12 livers, 


18 1 er to | 
bop the 


between the- 
mint weights 
of Holland, 
England, 


——— 
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Divide 2324.1 by 200.21, (the number of aces contained in a filver 
florin) you have for the par of the pound ſterling, /. 11.609. _ | 
— fe A pound fterling in guineas, by the ſtatute fixing guineas at 21 
ing in gold ſhillings, contains 113 grains troy fine; to know how AP Aces 
| with _ Holland-troes that makes, ate thus, 

: 70 3840: 5192.8:: 113: 152.8. 
Divide 152.8 by 13.69, (the number of aces contained in a gold 

florin in riders) you have mp the par of the pound ſterling in uu 
naeas, F. 11.161. 
Parofa A French louis d'or or contains 137.94 grains poid de marc fine gold; 
French Jovi to know how many aces Hollands that makes, ſtate thus, 
* 4656 76.35 : 5192.8 :: 137.94: 153.17. 
3 ſtivers Divide 153.17 by 13.69, (the number of aces contained in a gold . 
* florin in riders) you have for the par of the louis d'or, /. 11.188. 
oo — ol ng livres French, conta 1996.88 grains poids de marc of fine 


in Giver with filver ; to know how many aces Hollands that makes, ſtate thus, 


rote 4676.35 : 5$192.8:: 1996.88 : 2217.4. 


| — Divide 2217.4 by 200.21, (the number of aces in a ſilver florin) 
d and you have for the par of 24 livres French ſilver, / 11.076. 
Orest ba- The French ſilver here is leſs valuable in Holland than the gold: 
lance of 
trade againſt ei is no proof that the proportion between the metals in the reſpec- 
— tive coins of theſe two nations is different (we ſhall ſoon find it to 
1% he very exactly the ſame); but this preference in favour of the 
| French gold, is owing to the temporary demand for gold on account 
of the war; for which reaſon no French ſilver coin — ar pre- 
ſent in Holland; I write in September 1761. 
I muſt alſo obſerve, that at this time the courſe of louis d'ors is 
41 £. 4 f- which is little or nothing above the real par of the metal 
they contaig; which, in peaceable- times is not the caſe. This 
proves how ſtrongly the balance of trade is againſt France with 
xsſpeR-to, Holland, as it has reduced her ſpecie to the price of bul- 
lian: as js not {þ in Gegmany, ,,, , 
Low value Y low value which, a pound Kerling has borne for theſe Grad 


lag in years in exchange, and ing great fall of its worth in Holland of 


F olland, in 


_ errand WIYDURTIEMT CHCONUMTY! 


in peaceable times; becauſe — tanibascicdedeettgmngitnds .* S = _ 
I have reckoned it asdf it were of faglteweight. . 38 
Ar will: be obſerved; that trempre-apby gold does not quite . 
amount to 11 /. Ae ve neh Wie great diſproportion 
in the Britiſh coin, between the intrinſic value of a pound ſterling 
_ thifierand'ingoldyqwhetrbathyne wh Randandiweightz che latter N 
being near per ehr. . 2 
of the metals is ſuppoſec; ca be at24y Hut a8 preſent there are 
no ſterling pounds in ſih r motreyꝰ i there is no filver in England in 2 
any proportion to thelciroulation of trade: and here fore re e 
currency by which æ pound ca bewalnedy'is the guine n. 
It has been ſaid, and I think fitfhciently proved, that the 2 10 
the metals in the market, ſhew vefy etactly the weight of the cur- _— gold 
rency in nations Where coimnage is free, when there is no ſebere 8 
prohibition {put in execution) againſt the exportation of the coin. Nis ume, 
I rake to be the caſe in England. Now gold there has rifen of te 
to 41. 0s. 8 d. per ounce; from Which I cenclude, chat the gu- 
neas with which it is bought, er wittt willch bank notes ure Päd.. 
are at preſent fo light, that 47, o 8A. of them do not wegn 
above an ounce, (the good guineas are txported) whereas àn ountt 
of new guineas is worth no more than 3 J 17. 10 nl bs 
on, therefore, which now ſells for 4 o,. "I would ec 

tainly be worth no more tham 3 L 17 3. tod were Engliſh gold'coin 
of its proper weilige? urid the price of it will come down to that 
value, in proportion as eireumſtances ſnall — the — 
Zuincax. er e whites ene TY $A wg 
Toftacilitate the verifiearion of tis point, 10 alt | 
the difference between 41. os. 84. and g 1649. — 
The Englith Nees ee eee ee nn 


das 9 5 
var won 47. 05.8 2. madd hacer Nees worn 4c per c Gut wk 
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neas, when of full weight, weigh 129.43 grains of troy weight; 
if ſuch guineas are worn 4-57 per cent. they ought to weigh no more 
than 123-23 grains troy. Now let any man try the experiment, and 
put an old guinea, taken by-chance (not picked out) into a ſcale, 
and ſee whether it has not been worn down to 123.23 grains; and 
let him alſo examine whether the greateſt part of the guineas, at the 


time when gold bullion has got to ſo high a price, are not of King 


George I. and his predeceſſors: theſe I call old. 


. Beſides theſe there are other circumſtances to be attended to. 


Men who job! in coin, pick up all the worſt guineas they can when 
they go to market; or if they buy with paper, we may decide, that 


the bank at that time pays in guineas not above the weight of 


123.23 grains troy; for if the bank paid with guineas of a greater 
weight, he who had occaſion to carry his paper to market to buy 
gold bullion, would certainly rather go to the bank, and afterwards 
melt down their guineas. Were the bank of England never to pay 
but in gold of full weight, and were che exportation of guineas 
tree, it is impoſſible that gold ſhould, ever riſe above the mint price, 
which is 34. 175. 105 d. 5 I” | 
As a farther confirmation , of the jufineſs of che high valuation 1 
have put upon a Wyer pound, ſterling of ſtandard weight, [ ſhall ob- 
ſerve, that a new guinea, paſles in Holland (at the time when the 
exchange is At; 10 f. 10.) 1 for 11f. 13 ft. and every body knows, 
that ſuch a guinca in England is not above the intrinſic value of a 
ſilver pound ſterling of full weight. If then I can get 7 I 5 11 #1 for 
a new guinea, I ought to get as, much, for a new lilver pound ſter- 
ling, fince the intrinſic, value of. both i is the ſame, when the propor- 
tion of gold, to: ſilver is, as 1 to e Now this guinea muſt be 
worth marc 1 man 11/41. becauſe tlie Jews, who carry them to 
the mint, give mat price for them 0 Pg diſpoſod of them to Jews 5 
at that value *); and as the coinage q ducats coſts, as we have 


ſeen, ncar 1 Per cent. the. guinea is 5 worth 2 2 15 8 more, 
14+, 11 . 13 


chat is 41 . It. but as, gold at. preſent bears an adlvan auged ricę 


3 3}, a 15 
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1 This was writ in Holland. 
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upon account of the war, arid that the proportion between gold 
and filver is in Holland above 1 to 14:, theſe are the reaſons why 
the guinea, in Holland, is at preſent ſomething above the intrinſic 
value of a ſilxer pound ſterling, which'we have ee at ts 11 wo 
a trifle above 11 /. 12 A. i STOP TILT - TERER 


Let me here obſerve, by the bye, that all the pounds remitted and not to 
from Holland to England, for fillin g the ſubfeription for 12 millions ie Mrs 
of laſt year, coſt the remitters but about 10 bs 10 /. for the pound 196 ng . 
ſterling. If this low courſe of exchange be'owing (as ſome pretend) ledged. 
to a wrong balance of trade'againſt England, and not (as 1 pretend) 
to the lightneſs of the gold currency ; then we muſt allow, that the 
expence of the German war (which is what alone carries off coin 
out of the kingdom) muſt have exceeded alt the profits of the Eng- 
liſh commerce, which I apprelend to be at preſent immenſe; and 
alſo all the money lent by foreigners towards the loan of 12 millions. 

I leave to others more Knowing than myſelf, to determine if ſuch 
a a ſuppoſition be admiſſible. If it be rejected, let any man refle& 
how abſurd it would be to raiſe, at this time, the ſtandard of 'the - 
pound ſterling to the old value; and to repay at 11 7. 12. ſuch 
Tums as have been borrowed at the value of 10% 10f. or in other 
words, to make a preſent to the Dutch creditors of above 11 "oo 


cent. upon account of a loan for a year or two. 5 1 


Having now given as good an account as I can of the Dutch coin, Deſecds of * 
according to the regulations of the ſtate, I ſhall next point out the ere 8 
defects of their ſilver currency, and ſhew the conſequences which Holland. 
reſult from them. As for the gold, it is at preſent perfectly well 
regulated. The riders are all exact in their weight, fineneſs, and 
denomination ; the ducats are all now recoined of legal weight and 
finencſs ; and the denomination not being fixed, they ſerve, in a 
trading nation, as a merchandize, of which the weight and ſine- 
neſs are well aſcertained. The only defect, therefore, I can diſcover 
in the Dutch gold currency, is the form of the pieces. They have 
too much ſurface in proportion to their weight, and the impreſſion 

| n 15 
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ob on Peppe geen eee eee, ee 


Ho bk Coin. i i mM ai Ngvionor 2d 03: 1010401 2 0¹7 801751 
— Ahe ſilver ape Holland is of two ſorts. The bank ſpe- 
— ons cies, And the current ſpacies. Here it muſt be ohſerved, that by 
| bank ſpecies is not meant Amſterdam banco, or bank money. dut 
Certain coins which are called np ,Fj Theſe are 


| LD 8 ice of 3 guildexs. vil + zaongaifmonb t oli 16d 
5 q e 30 ſtivers-. Dit e 222i Tin os 9 1 899910 19 
nd Of 2531 2 
g 41145 516 12 71907 r 5 20 flivers. e 2 Bd sk 2 TIT eonon 


Iheſe are called gref alf, as being che good ſpecie, of which 


hitherto we have only ſpoken. Sums to be paid in bank ſpecies, 


mult, be compoſed of 3 of this currency, and of fx what en 
vig. Riders of 14, florins. eon as 2120 bag 9211 7 | ITED 3 
| »atPurgh half crowns, gf128 Rivers, 01817891 ht 01 . 
: eee foiow 07 lo 1 crock 
fr Fadia put in the riders, though a cold coin, in — to give a 


compleat enumeration n of all the kinds of theſe: bank . 
80 


Regulations Foreign bills drawn an, Rotterdam in banco (i. 88 bank 
actin 7 axe often received there e, in any of the above ſpecies, without regard 
_— to the which ought: to be groff gelt; but when the holder of the 
bill deſires the acceptor (which the latter cannot refuſe) to write it 
off to his credit in the current hank of Rotterdam, and that he has. 


there no ſtock, chen, if he brings: pie o BY ONE: it mute be 


ds above ſpeciſied. 1 Fl 
Ditto for Current bills, not ſpecified by the word banc, axe; + geperally paid 
current bills. according 1 to the following proportion; Petit 10 545; ers 101i. 
1233 > © 0b i ſchillings of 6 ſtivers,.,, EE 1105 fte „itt blo 5c: 
FS * in dubleties of alſtixerz. Gitti £4 71 99 "y 7d 9991 In) Y1q 3, 
J IF! in good, lilver. LIETTIO © « 1019091 And 9! gi 


buster Nerchandiae are paid with all Kinds of Dutch fixer, 3% only in 


dre qubleties, and 3, gold. leſs or more, or ſometimes none, n 
1 to agreement... 8 Ge et 9901450 Y D992%9 TO 294 

The dero. From this expoſition of tue maſter, it. is very, gyident, that all 
minations of theſe currencies muſt be of different intrinſic auff in proportion 


the ſeveral 
ſilver cur- to 
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to their denomination ; otherwiſe, why all this trouble about regu- rencies not 
lating the proportion to be received in payments? This proceeds 24 io eu 


from two cauſes : firſt, from the wearing of the pieces; the ſecond, 8 _ 
from the diſproportion of the nein in nn of the ſame Wr a of this, 
and denomination. 

As to the firſt, to wit, the wearing of the coin, 1 ſhall obſerve, Regulations 


that the three denominations of the good filver, to wit, the 3 guil- 3 


der pieces, the 30 ſtiver pieces, and the 20 ſtiver pieces, are put up of 6ver ſpe. 


ies in banks 
promiſcuouſly in the ſame bags; being of the ſame fineneſs, and — 


conſequently of the ſame value, in proportion to their weight. 
Theſe bags contain 600 florins each, and the legal and full weight, 
with which they are weighed at the bank current of Rotterdam, is 
25 marcs 5 ounces and 10 engles. Now the exact weight of a florin, 
according to the regulation, is, as we have ſaid, 200.21 aces fine ; 
then the 600 florins ought to weigh 1201.26 aces fine, which at the 
ſtandard of 263 parts fine to 25 alloy, is 131545 aces ſtandard: by 
this analogy, 263: 120120,;:288: 131545 3 Which is equal to 25 marcs 
x ounces 10 engles and 13 aces. So the weight at the bank is but 
13 aces lighter than in ſtrictneſs it ought to be; which is ſo ſmall a 
difference, that it could hardly turn a ſcale with ſach a weight ſuſ- 
pended in it: for which reaſon, I ſuppoſe, it is left out, for the 
| ſake of the even reckoning of 25 marcs 5; ounces. 
Did theſe bags of ſilver coin come up to the full weight, then the 
ſilver currency in Holland would be good as to thoſe pieces; bur as 
the greateſt part of them are old, having been ſtruck with the ham- 
mer, and are of unequal weight, having been coined (al marco) in 
the old faſhion, when coin was weighed by the marc, and not as 
at preſent piece by piece, it is impoſſible they ſhould be of legal 
weight: the bank, therefore, allows 2 ounces of remedy in receiv- 
ing thoſe ſacs, that is, they put 2 ounces into the ſcale with the 
ſac, and if they find that the fac is ſtill light, but that the deficiency 
does not exceed one ounce more than the remedy, they throw out 
the coin and reckon it over; and if the tale be juſt, and that none 
of the pieces appear to have been clipped, they.receive it as if it 
1 . were 
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were of due weights Af cit prone rabiinerpqwinesr{hortiof the Heiſt 


A weight, they do notizeceig i 51) [is mon? door of dot on fot 
| allow- _ 3 


acer er Here is a palpable abnia from a diſorder im the coin. If aſac 


Sv is over/ſo little tob light h allowrit tolpats, us i it were of de 
weight? Nothing is ſoreaſy as totofder fuch deficiency tobe. made 


4 geen by the deliverer. f Weightsiare made for exactneſs, and all 


© remedies are aukward and incrrec t. 4 
his allowance muſt open a door to habvbeſarions in “ny 
nike Holland, here there is abmoſt mo milled ſilver coin. THeeld 
hammered money; was not weighed at the mint; as has beer ſaid; 
piece by piece: it was: ſufficient that every marc of ir anſwered to 
the legal denomination : under ſuch a regulation, it is very plain; 
that there muſt be many pieces above tlie legal weight, as well as 
many pieces below it. Is it to be ſuppoſed that money jobbers will 


not profit of that inequality, by reducing the heavy pieces to their 


ſtandard weight, when by ſuch an n nee n 

of any crime: This: is one abuſe. 84 10 * th 511151 

By reducing the heavy pieces as 154 min, the HE 

Is; degraded; becauſe, that Which is taken from theſe . erer 

left to compenſate, what the light, pieces fall ſhort. The bank, 
therefore, by Siving the remedy. att ae ſandtion to this 
malyerſation. 1197 21290 ! Idol „ n 185 

He 7 5 Farther, if a. money-jobbex n po e gene the current 
_ in Hol- weight, is it to be doubted but he will reduce; them as near as he 
can to the loweſt weight received at the bank? And if he ſhould 

Sit miſtake, and reduce them too low, he has {till an expedient for 
cheating the public, which ſhall. be mentioned preſentl. 
The beſt fu. Now let us ſuppoſe, that the ſpecie we are fpeaking of is, upon 
Holland is, am average, only 2 ounbes per Fac below the ſtandard. If it be no 
_ vpn an . more; this ciroumſtance does great-honour | to the money. job- 


verage, 1 per 


cent. ioo bers. Such a defiviericy; however; arriotthts to Within a mere trifle 


ct of per det. Is not! this an oljeRt of great importance, upon all 


tie ſilver ſpecie of Holland eee e remedy given by the 
od e HDATEq cu ; mne ie Nn Ig, current 
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currend bank ic anti permiſſim giver to everybody hat ad 
dreſs, to rob ſo much from all the weighty coin??? 


Novvlet us, by the way;ooorrettche former eulculation we made From which 


upon Ahe propartion ef the meralks in che Dutch coin, We ail: that 3 


above,-that a marc ob ame gold dn riders circulated for . 374. and tual propor- 


tion of the 


that the ame weight ob ditver:circutated/ for 2 ya, Which gave metals in 
for the proportion 1 to 14.62 ;.dutihere he find that he mate of n 1 % 


AS I to 


Hlver;bas loſt by: fraud and: Wearbo per cr -. 144479 


Nowthe mare of ſilven being {$12a90:aces; if they Have: 16 age 
«86; there will remain Seh. aeg Ifo cheſe : 5068.8 actes, there: 
for; circulata een wen the 
coins zi it Hoi 5 dont bu Hoi 891 alls. 

In order then to ſind the exact proportion of ee in the 
Dich curreney, we anull divide 307 by 25.83 inftead of dividing 


by ag, as we did when we ſuppoſed clic ſilver of full weight, 


Now zr is 2 14.479. So the proportion is às8 1 bo 14.7%, the 
ſame, within a trifle, of that received in France; which is as 1 to 
1447: But if we attend to every circumſtanee, we ſhall find the 
proportion ſtihl lower than die laſt calculatiem mukes it; for in 
chat, we have ſearched for ir with fefpect to che beft᷑ ſilVer fpecic 
in Holland; whereas we ought; in ſtrictneſs, to calculate the gold; 
againſt a mixture of 3 of leſs valuable ſpecie, with: of the" $004: 


_ burwhen en cannot be eee perfect exacłnẽſs, 1 : 


* 141 ˙ 5 


it is better not to attempt a calculation, ff. Ng Dv7 all a; rad 
Before I leave the conſidoration of the inequality in the wei She Another vg 


of the Dutch currency, I mult take notice of another łireumſtanet buſe in the 


ſilver coin of 


of conſiderable impoꝛtanca . 3d ad doiuler dug oils gα⁰⁰g,,jꝰIe Holland. 


No pay ments mage in Avery below. f Cod fre fubjectito be Rad oer 
weighed; any angre chan hat circulates without being put un 


in bags. Wat reſtraint, therefore, is gliere laid upon money: oh: 4nd. 


i 1 * 


bers, with, reſpgft to this pat of the currency l Whenlete gend ore 
men haye occalion. tor, money, bagged up, 4bey\4nkeicarathatſuds —- 
lpecic;thall-be, of the proper weight-to paſs atithe du, bank, 


zul as for all that is light, they either eaploy 3 it in payments be- 


low 
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low , Goo, or throw it into the cor me x circulation. This circ 
ſtance preſents us then we ew: of ſilver currency in Hol- 
land; that which is bagged up, and e _ * WEE is 
not, and light. 

If we conſider the trade of Holland, aud the Saeed a 
tity of payments made in current money, we ſhall find the quan- 
tity of filver which circulates in looſe pieces very ſmall, in pro- 


portion to that which is bagged up: the regulation therefore of 


weighing the bags is of infinite importance ; and were it not for 
that, the currency would be debaſed in a very ſhort time. But the 


_ caſhiers, who are the great depoſitaries of this currency, being 


Reaſon of 
the great 
apparent 
fcarcity in 
Holland of 
Glver coin. 


A paradox 


to. be re- 


{olred. 


obliged to deliver the bags of the legal weight, they are thereby 
reſtrained from tampering with it: and the bagging up, greatly 
preventing the wear, ſupports n well the weight of this _ 
currency of hammered money. 

To people who do not attend to all theſe circumſtances, there 
appears a prodigious ſcarcity of filver currency in Holland. - It is 
there as difficult to get change for ducats, as it is in England to 


get change for guineas ; and yet, upon examination, we ſhall _ 


find, that the intrinſic value of the filver coin, commonly given in 
exchange for the gold ſpecies, is far below the value of the gold. 

Here then is a paradoxical appearance to be refolved; to wit, 
How it can happen in trading nations, ſuch as England and Hol- 
land, that in the exchanging light ſilver coin for weighty gold 
coin, people ſhould be ſo unwilling to part with the filver, although 
really of leſs value than the gold. 

This is the caſe in both countries : thus it happens in Fogtand, 
where there is ſo little filver currency; and the cafe is the fame 


in Holland, where there is a vaſt deal. Let me therefore endeavour 


to account for theſe political phenomena. 

Since the tame l compoſed the former part of this i inquiry into 
the principles of money and coins, I have found, by the trials I 
made in Holland upon the weight of the Engliſh ſilver Os 
that MERE are at preſent (1761) far below the weight oo + ot 


8 a Pound 


cunr- WII. (OBPOLUPI GAL ORCO NOMY-/! 57 


a pound. troy, which is hat they outzhit to be, / in / order to make 
au of them equal in value to a new guinea, according to the yer 
ſent proportion of the metals. It is therefore demanded. | 

_ Imo, How it comes about that ſuch ſhillings do not debaſe the 

- value of the Engliſh. ſtandard below chat of the gold? 5 

= 2d, Why are they ſo diſſicult to obtain, in change even for new 

guineas, which are of more intrinſic value every Where? And, 

atio, Why money - jobbers are e WY _— to eee them in 

exchange 0 new guineas? 39% e 2 

Thheſe appearances ſeem intonkfiaine: avith be — ne 

1 laid down; and a reaſon muſt be given RN theſe PORTION do 
not operate their effect in this-example. 

I anſwer, that circumſtances are infinite, and os conſtantly be - 34 

attended to; and there are in the caſe before us ſeveral ſpecialities 

not to be overlooked ; I ſhall therefore point them out, in _ an- 
fwers to the three queſtions, as they lie in order. | 

As to the firſt, I anſwer, that theſe ſhillings are in ſo ſmall a 

quantity, in proportion to the gold ſpecies, that they cannot be 

employed in payments. + Now it has been ſaid above, that exchange 

(in trade) regulates the value of the pound ſterling, and conſiders 

it as a determinate value, according to the combination of the in- 
trinſic worth of all the ſeveral currencies, in proportion as payments 

are made in one or the other. Now (generally ſpeaking) no commer- 
cial obligations are acquitted in filver. I do not underſtand by the 
word payments, a few pounds ſterling ſent from farmers in the 
country, perhaps in payments-of their rents to their landlords; 
nor what falls into the public offices, in the payment of taxes. It 
is trade alone, and the payment of bills of exchange between dif- 
ferent countries, which can aſcertain the true value of that 
currency in which mercantile payments are made. Were theſe 
worn out ſhillings in ſuch, plenty as to allowebills af exchange to 
de acquitted in them, I make no doubt but they wauld fall be- 
low the value of the r of new guineas every one would be 


glad to diſpoſe of them for to at. the. rate of their cur» 
VOI. II. | rency; 


98 AN INQUIRY INTO THE PRINCIPLES Book III. P. 2. 


rency; and guineas, then, would be as difficult to be got for ſil- 

ver, as ſilver is now to be had for guineas. This would bring the 

ſtandard ſtill lower than it is at preſent ; that is, below the value of 

the gold: but as payments cannot be made in Rulings, their cur- 
rency cannot affect the ſtandard. 

The ſecond queſtion is, Why they ſhould be ſo difficult to obtain 

in change for guineas, which are above their value! 

I anſwer, that it is not the intrinſic worth of the light til 
lings which makes them valuable, and difficult to be got; but the 
utility they are of in ſmall circulation, forces people to part with 
their guineas for a leſs valuable currency. Theſe ſhillings I con- 
ſider (now) as marks, not as material money, fitted to a ſtandard. 
Every body knows the difference between marks or counters, and ſpecie 
of intrinſic worth. The copper coin of moſt nations is marks, and paſ- 
ſes current, although it does not contain the intrinſic value of the 
denomination it carries; nor ought it to be a legal tender in pay- 
ments above a certain ſum. Such a regulation preſerves its uſeful- 
"neſs for ſmall circulation, and prevents it, at the ſame time, from 
debaſing the ſtandard, and involving in confuſion the ſpecific cur- 
rency (as I may call the gold and ſilver coins) when properly pro- 
| portioned, and of juſt weight. 

But ſhillings in England, although they be at preſent in a man- 
ner no better than marks, becauſe of their lightneſs; yet in the 
eye of the law they continue to be lawful money, and a legal ten- 
der in payments. It is therefore of great conſequence that ſuch 
ſhillings be not in too great plenty. That would have been the 
caſe, had government come in to the plan propoſed for the coinage 
of ſhillings below the ſtandard ; ſuch ſhillings would have been 
coined abroad, and run in upon England, to the great detriment 
of the nation ; and although they had been proſcribed in payments, | 
beyond a certain ſum, yet they would have been fo multiplied i in 
{mall payments, as to have furniſhed a means of buying up the 
gold coin, and carrying it out of the country for an under-value. 
| Whereas the worn thillings do not produce that bad effect, from 
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ChAT. VIII. 


7 the ſcarcity of them, and from the impoſſibility of imitating them 


in foreign mints “. 

The anſwer to the third aden, viz. wny money. jobbers are 
not always ready to give old ſhillings for new guineas? is eaſy, 
from what has been ſaid. They cannot pick them up below the 
mean value of the currency ; becauſe of the great demand there 
is for them in exchange for guineas ; therefore they can gain no- 
thing by providing them for that purpoſe. 

It comes next in order, to ſolve a ſimilar phænomenon in Hol. 
land, where there are great quantities of filver ſpecie, and yet one 
can hardly find change for a ducat, except in a ſhop, where one 


has occaſion'to buy ſomething. 
his myſtery is eaſily reſolved. The great quantities of ſilver in 
_ Holland conſiſt of what is put up in bags of due weight, accord- 


ft is commonly believed that ſhillings are coined at Birmingham, and that govern- 
ment winks at the abuſe, becauſe of the great ſcarcity of filver in England. I find no 
foundation for this belief, after the inquiry I have made. 

In the firſt place, Mr. Harris, who was the beſt aſſay-maker in Europe, told me, 
that a bag of thoſe ſhillings had been ſent to the mint by the Lords of the Treaſury, 
to be tried by him: that he had found them to be Engliſh ſtandard, to the moſt ſeru- 
pulous exactneſs: that he did not believe any ſuch correct aſſay could be made, except 
at the mint : that all the * of the mint declared it was impoſſible to to imitate a 
worn ſhilling. 

The trials I myſelf made were of a different nature. 1 examined the ſhillings with 
ga @ magnifying glaſs ; and found almoſt every one different in the impreſſion, as well as 

in the weight. In ſome the back-part of the head was worn, in others the use: none, 
in ſhort, were worn perfectly alike. 

I put a handful of them into a coal fire; and 3 them out when red-hot, and 
throwing them on the hearth, I plainly diſcovered, on many of them, ſome part of 
the arms of Great Britain appearing in the croſs vpon the reverſe, in a different colour 
from the ground of the coin : in others indeed nothing could be ſeen : this was owing 
to the degree of wearing. How then can any dye ſtrike an impreſſion upon a coin, 
which anſwers all theſe appearances ? | 

I communicated to Mr. Harris the trials I had TOE and he was perfectly ſatisfied, 
_ the whole, that no old ſhilling had ever been counterfeited at Birmingham. 
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ing to the regulations mentioned above. This part of their cur- 
rency is about 2 per cent. better, in intrinſic value, than ducats at 
s F. 5 ft. tale for tale; which is a ſufficient reaſon not to part with 
it, in change for ducats at that rate. But beſides this bagged up 
bank ſpecie, there are many other ſorts of old worn out _— 
of- unequal weight and fineneſs. - e 
Theſe ſerve as marks for the ſmall circulation, and are not a 1 
tender in all payments; ſuch as foreign bills. What is the con- 
ſequence of this? Since this old ſpecie carries denominations above 
its value, when compared with the bagged - bank · ſilver coin, it 
ſerves to buy up this good ſilver, when it falls into circulation; ? 
that is, it ſerves to buy up, or to exchange, florin pieces, which 
are, as I have ſaid, + per cent. better than ducats at 5 J. 5 fl Such 
good ſilver pieces are not very common in ordinary circulation; 
but as it frequently happens that people receive ſilver in ſacs, for 
their daily expence, who do not mind the difference of ; per cent, 
when they pay in this good money, it circulates for a little time; 
until it falls into the hands of thoſe who know it, and bag it up 
again. Thus it happens in Holland, from the diſorder of their 
coin, that you may be paid a million ſlerling, if you pleaſe, in 
good ſilver coin; and yet you find difficulty to procure filver for a 
ducat, in the lighteſt, baſeſt, and moſt aukward pieces imaginable 
for reckoning. The. bad 'confequences reſulting from this dif- 
order, have been taken notice of i in the proper place. 
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PRINCIPLES OF POLITICAL OECONOMY. 
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B O O K Iv. 
OF CREDIT AND DEBTS, 
PART I. 
OF THE INTEREST OF MONEY. 


* 8 —_— — * 
—_ — 


INTRODUCTION. 


COME now to inquire into the principles of credit; a ſubje& 
already introduced in the 27th chapter of the ſecond book, 
| Where I examined the nature of circulation, and pointed out the 
principles, which direct a ſtateſman when and how to retard or 
accelerate its activity, TY as the political intereſts of his 
people may require. | | 
In that chapter the object was, when and how either to extend or 
reſtrain the uſe of credit, according to political circumſtances; The 
queſtion now comes to be, what that credit is; upon what it is 
founded ; what the various ſpecies of it are; what the methods of 
eſtabliſhing and extending it, while in its infancy and vigour ; how 
to ſuſtain it when overſtretched ; and laſt of all, how to let it fall as 
gently as poſſible, when by no human Ras it can be longer 
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Many political writers in treating of credit, repreſent it as being 
of a very myſterious nature ; owing its eſtabliſhment to a confidence 


not eaſily accounted for, and * from the ſlighteſt 1 


vourable circumſtances. 


That credit, in its infancy, is of a very delicate nature, 1 willingly 
allow; as alſo that we have many examples which confirm the 
ſentiments of thoſe who believe it to contain, in itſelf, ſomething 


very myſterious : but this proves no more, than that, in ſuch caſes, 


credit (as I conſider it, and as it will appear really to be) has not 


been properly eſtabliſhed. The cauſe of confidence has had no- 


thing in it but opinion, and when this is the caſe, credit is but a 


ſhadow; a thin vapour, which my be diſſipated by the ſmalleſt 


breath of wind. | 
They all agree that credit is no more chan confidence, but they 


do not examine how that confidence is to be eſtabliſhed on a ſolid | 


foundation. 

The operations of credit are FO aus, FI with the involved con- 
tracts of the law, and with the ſpirit of intricate land- ſecurities. 
The policy of ſuch contracts was analogous to the manners of the 
times which gave them birth. Trade is a late refinement, in moſt 
nations of Europe, and induſtry is fill a later: the beginnings of 
both are flow, imperceptible, and obſcure. The inſtruments by 


' which they are promoted, are the lower claſſes of a people; ſuch 
individuals appear to be of very ſmall conſequence; and yet it is 


by the accumulation of many ſmall things only, that this huge 
fabric is erected. 

To eſtabliſh that credit, which is neceſlary for carrying « on 10 
great a work, a ſtateſman muſt lend his hand. He muſt give a 


„ Ss 


books: he muſt ſupport the weak againſt the ſtrong 8 he muſt reform 


the unwieldy procedure of courts of juſtice: he mu facilitate the 
ſale of property: he muſt eſtabliſh. the credibility of merchants | 


books ry kept: he muſt Uſcourage frauds, and ſupport fair 
dealing. 


When 
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When ſuch a plan is once eſtabliſhed, confidence will find a baſis 
in the property of every individual who profits by it, When it is 
not eſtabliſhed, credit will appear like a meteor: intelligent and 
crafty men will avail themſelves of it, and thereby dazzle the eyes 

of the public, with gilded ſchemes of opulence and proſperity : man- 
kind will fly to induſtry, confidence will be eſtabliſhed ; but as 
there will be no method of determining the bounds of that confi- 
dence, the promoters of the ſcheme will profit of the deluſion: 
confidence wall vaniſh ; and the whole will appear to have been a 

myſtery, a dream. Is not this a repreſentation of many projects ſet 

on foot ſince the beginning of this century? What were the South 
Sea's and Miſſiſippi's, but an abuſe of confidence? Had ever the 
cauſe of confidence been examined into, would ever ſuch extraya- 
gant ideas have arrived at the height they did? 

Credit therefore muſt have a ral, not an imaginary object to ſup- 
port it; and although 1 allow that in all operations of mercantile 
credit, there muſt be ſomething left to chance and accident; yet 
that chance muſt bear a due proportion to the extraordinary Peay 

reaſonably to be expected from the undertaking. | 

From this it appears, what an uſeful, ſpeculation it is to inquire 
properly into the nature of credit; 5 t deduce with accuracy the 
principles upon which it is founded; to baniſh myſtery from 1 5 5 ' 

_ reaſon; to ſhew how every the moſt Fur rizing effect of tre 
whether tending to the advantage, or to the kurt of cocielh, u ang 
eaſily be accounted for; and, which is the moſt uſeful of all, to 
point out how ſuch eſſects may 'be foreſeen, ſo as either to be im- 
proved or prevented. : 

In going through, o extenſive a ſubject, as a WOW of the 

principles of credit, method is very neceſſary ; ; and when a detail 
is long, i bdiviſions are very convenient. . have, upon this account, 
divided this bock into four N 

The fi BE U be fen ap ap art for deduc cing the principles which regu . 


SILPTLES =Jk: ani * P 
Jate the rate o intereſt ; becaüſe this $1 the baſis of the whole. 
| MIS Ft U 22 3 


1 


Lone 110) 


The - 


104 AN INQUIRY/INTO THE PRINCIPLES Box N. P. i. 


The ſecond, for the principles of banking; under which I ſhall. 
have an > {ORIG to unfold _ n. dodrine of canoe eir- 
culation. - 


The third, for thoſe of tides; which 3 is equally well caley- 


lated for carrying on foreign circulation; and as to what regards 


debts, and the borrowing of money, with all the conſequences 
which they draw along with them, theſe "ay objens: Will 
furniſh ample matter for : 
The fourth and laſt part, which mal treat of the principles of 
public credit. 
N Pe A I pe N to the definition of credit 
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0B APE 
What Credit is, and on what founded. 


\REDIT is the reaſonable expectation entertained by him who fulfills 
his fide of any contract, that the other contracting party will recipro- 
cally make good his engagements. 

To illuſtrate this, we may ſay with the lawyers, that as all con- 
tracts may be reduced under one of the following heads, Do ut der, 
do ut facias ; facio ut des, facio ut facias ; ſo he who actually gives or 
performs his part, is the creditor, or the perſon who gives credit; 
and he who only promiſes to give or . is the debtor, or the 
perſon who receives it. | | 

Credit, therefore, is no more than a * eftabliſhed confidence be- 
eween men, in what relates to the fulfilling their engagements. 
This confidence muſt be ſupported by laws, and eſtabliſhed by 
manners. By laws, the execution of formal contracts may be en- 
forced: manners, alone, can introduce that entire confidence which 
is requiſite to form the ſpirit of a trading nation. 

Credit, in its infancy, muſt be ſupported by ſtatutes, and en- 
forced by penalties; but when it is once well eſtabliſhed, every 
recourſe had to law, is found to wound the delicacy of its conſti- 
tution. For this reaſon we ſee, that in certain nations, the legi- 
ſlator wiſely excludes the ordinary courts of juſtice from extend- 
ing their rigid juriſdiction over mercantile engagements: they 
leave to the prudence and good faith of men verſed in commerce, 
to extricate the combinations which reſult from ſuch tranſactions ; 
becauſe they are to be interpreted more according to the conftant 
fluctuation of manners, than to the more permanent institution of . 
poſitive law. 

The more the juriſckction of the Rarefmnan is unlimited; or in 
other words, the leſs the power of any ſovereign is reſtrained, by 

YFOL, Ik. „ P the 
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the laws and conſtitution of the ſtate he governs, the more it be- 


hoves him to avoid every ſtep of adminiſtration which can make 


his authority be felt in caſes where credit is concerned. If he ſhould. 


happen, for example, to be a debtor himſelf, he muſt take good 
care never to appear in any other light to his creditor. The mo- 
ment he puts on the ſovereign, the ſame moment all confidence is 


loſt, For theſe reaſons, we have hitherto had few examples (I 


might perhaps have faid none at all) where credit has been found 


' permanently ſolid, under a pure monarchy. 
But we muſt obſerve, at the ſame time, that the ſtability of cre- 


dit is not incompatible with that form of government. At certain 
times, we have ſeen credit make a ſurpriſing progreſs in France; 
and it has never ſuffered any check in that ſtate, but from acts of 
power, which I think have proceeded more from inadvertency, and 


want of knowledge, than from a deſign of defrauding creditors. 


Theſe may be looked on as blunders in adminiftration ; becauſe 


they have conſtantly diſappointed the purpoſe for which _ were 


intended. Let me prove this by ſome examples. 
The arret of 21 May 1720, (of which we ſhall give an account 


hercafter) deſtroyed in one day the whole fabric of credit, which. 
had been erected in France during the courſe of three years; and 


which in ſo ſhort a time had mounted to a height hardly credible. 

L ſay, that in one day this inadvertent ſtep (for no real injury was 
intended) deſtroyed the credit of 2,697, og38, ooo livres of bank notes, 
(above 120 millions ſterling) and of 624, ooo actions of tlie Eaſt India 
company, which (reckoned at 5000 livres apiece, the price at which 


e company had laſt ſold them) amount to 3, 120, ooo, ooo livres, or 


above 140 millions ſterling. Thus at one blow, and in one day, 260 
illions ſterling of paper currency, payable to bearers, was track 


t of the circulation of France; by an uſeleſs and inadvertent act 


of power, which ruined the nation, and withered the hand which 


uck it: an event too little underſtood, and too little remembered 
M that kingdom. 11 


This : 
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This plainly appears from their late conduct; for in the end of 
1759, at a time when the credit of France was in ſo flouriſhing a 
ſituation as to have enabled her to borrow, that very year, near 200 
millions of livres; and when there was a proſpect of being able 
to borrow, in the year following, a far greater ſum, the ſhutting 
up what they called their cafe d amortiſſement, for the ſake of with- 
holding 32 millions of livres intereſt due to the creditors, ſtruck all 
credit with foreigners dead in one inſtant. 

Theſe examples ſhew wi REY follow a misj judged 
exerciſe of power in matters df credit. 

On the other hand, the rapid progreſs of credit in Vein before 
the Miſſiſippi, and the ſtability of it from 1726 to the year 1759, 
abundantly proves, that nothing is more compatible than monarchy 
and confidence. All that is wanting is the eſtabliſhment of one 
maxim in government; to wit, that the King's power is never to extend ſo 
far, as to alter the ſmalleſt article of ſuch ſtipulations as have been 
made with thoſe who have lent money for the ſervice of the ſtate. 
Maxims in government bind the monarch and the legiſlature, as laws bind 
| fubjefts and ſubordinate magiſtrates : the one and the other ought to be 
held inviolable, fo far as they regard credit ; or confidence will be 
precarious. 

What has ſupported the credit of Great Britain, but the maxim 
conſtantly adhered to, that the public faith edged to her creditors 
is to be inviolable? 
Does any one doubt, but the legiſlature of that nation may 
ſpunge out the public debts, with as much caſe as a King of France ? 
But in the one kingdom, the whole nation muſt be conſulted as to 
the propriety of ſuch a ſtep; in the other, it may be done at the 
inſtigation of a ſingle perſon, ignorant of the conſequences: but I 
hope to make it appear, before the concluſion of this book, that it 
is impoſſible to form a ſuppoſition, when a ſtate can be benefited by 
dcliberately departing, for one moment, from the faith of her en- 
gagements. A national bankruptcy may (no doubt) happen, and 
become irreparable; but that muſt be when the late is emerging 
| | P 2 | | | from 
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om a ſignal gd after having been involved in n ruin and con- 
fuſion. 
Confidence, then; 18-the ſoul and eſſence of credit, ed in very 
modification of it, we ſhall conſtantly find it built on that baſis; 


capacity in the debtor to. fulfil his ane. 


ö 
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n 


| 3 edit given. 
| E have ale ſaid, that all obligations contracted with 2 


giving ſomething; in conſideration of ſomething done, or given. 
* When actions only are ſtipulated in contracts, credit (in a ſtrict. 
9 acceptation of the term) is little concerned; becauſe no adequate 
| ſecurity can be given for performing an action: ſuch contracts ſtand | 
wholly upon the willingneſs and capacity of afing, which depend 
more upon the perſon than upon the faculties of the debtor. To ſupply 
that defect, we ſee penalties uſually ſtipulated in ſuch caſes; which 


reduce thoſe contracts to an alternative obligation of either _ 5 


or giving. | 
We ſhall therefore throw out the conſideration of the-firſt alto- 
gether, as being foreign to our purpoſe; and adhere to the latter, 
which is the true object of credit. Again, 
In all obligations to give any particular thing, there is conſtancy: 
implied an alternative alſo; to-wit, either the thing ſtipulated, or 
the value (id quod mtereft, according to the lawyers) this muſt be 
relative to money ; which is the. common i of all things in com- 
merce among men, | | | 
6 | —-” Thus 


but this confidence muſt have for its object a wilingegh-anc a 2c 


of 0% "the Nature ro Obligations to be porformad, in Gnſeuonesf ; 


view to be performed in future time, conſiſt in doing or 
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Thus we have brought credit to the object under which we are 


to conſider it, viz. the obligation to pay money, either for value re- 
ceived, or for ſome confideration' nne to the r dene _ 


be the juſt ground of a contract. 
Credit and debts: are therefore inſeparable; and very property 
come to be examined together in this book. 


When money is to be paid at a diſtant period of time, the obli- 
gation may either be, 1. for one preciſe ſum; or 2. for that ſum 
VUuoith intereſt, during the e between PN and fulfilling 


the obligation. ä 
The lending of money without intereſt, was very common, 


before the introduction of trade and induſtry. Money then was 


conſidered as a barren ſtock, incapable of producing fruit; and 


whenever the quantity of it, in any country, exceeded the uſes of 


circulation, the remainder was locked up in treaſures. In that light, . 


the exacting of intereſt for it appeared unreaſonable. 
Things are now changed: no money is-ever locked up; and-the 


regular payment of intereſt for it, when borrowed, is as eſſential to 


the obtaining of credit, as the confidence of being repaid the capi- 


tal. Theſe periodical payments are a conſtant corroboration of this 
confidence; ſo that it- may be ſaid, with truth, that he who can 


give good ſecurity, to pay to perpetuity, a regular intereſt for mo- 


ney, will obtain credit for any ſum, although it ſhould appear evi- 


dent, that he never can be in a capacity to refund the capital. 


The reaſon of this may be gathered from the principles already 


deduced, and from the plan of our modern oeconomy. 


We have ſaid in the ſecond book, that the current money of 4 


country is always in proportion to the trade, induſtry, conſumption; 
and alienation, which regularly takes place in it; and when it hap- 


pens that the money already in the country is not ſufſicient for 


carrying on theſe purpoſes, a part of the ſolid property, equal to 


the deficiency, may be melted down (as we have called it) and 


made to circulate in paper. That fo ſoon again as this paper ang» - 
ments os that proportion, a part of what was before in circus - 


lat.on,: 
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lation, muſt return upon the debtor in the Paper, and be wind 
Mew. 

Now let us conſider what is underſtood hy 0. By this term 
is meant, that the regorging paper, or that quantity of curreney 
which a nation poſſeſſes over and above what is neceſſary for its cir- 
culation, muſt be turned into ſome ſhape whereby it may produce 
an income; for it is now a maxim, that no money is to be ſuffered 
to remain uſeleſs to the proprietor of it. 

When this regorging paper then comes upon the debtor in it, if he 
mould pay the value of it in hard ſpecie, how would the condition 
of che creditor be improved | 

We ſuppoſe the credit of the paper equal to the credit of the coin 
within the country. We alſo ſuppoſe that the paper has ſo ſtag- 
nated in the hands of the bearer, that he can neither lend it, or 
purchaſe with it any ſpecies of ſolid property, within the country, 
capable to produce an income: far if any way af diſpaſing it uſe- 
fully can be found, this circumſtance proves that circulation is not, 
at that time, fully ſtocked; conſequently, the money does not re- 
gorge. But let us ſuppoſe that it does regorge; then he muſt 
either oblige the debtor in the paper to pay in coin, and lock that 
up. in his coffers, as was the caſe of old; or he muſt ſend his coin 
to other countries, where circulation is not fully flocked, and 
where an income may be bought with it. This conſtantly happens 
when circulation is either overſtocked, or when the quantity of it 
begins to diminiſh i in a country. 

Let me next ſuppoſe, that in a country reaſanably iocked with 
money, a ſudden demand for it, far beyond the ordinary rate of 
circulation, ſhould occur: ſuppoſe a war to break out, which ab- 
ſorbs, in a ſhort time, more money than, perhaps, all the coin in a 
nation can realize. The ſtate imoſes a tax, which, let me ſuppole, 
may produce a ſum equal to the intereſt of the money required. Is 
it not very certain, that ſuch perſons who found a difficulty in 

placing their regorging capitals, will be better pleaſed to purchaſe 
2 part of this annual intereſt, than to lend it to any perſon who 


might 
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might pay it back in a ſhort time ; by which repayment the lender 
would again be thrown into the ſame inconvenience as before, of 
finding a proper out-let for it? This 1s a way of realizing ſuper- 
fluous money, more effectual than turning it into gold or filver. 
| When I ſpeak, therefore, of realizing paper money, I underſtand 
either the converting it into gold and filver, which is the money of 
the world ; or the placing of it in ſuch a * as to . a per- 
petual fund of annual intereſt. 
Were public borrowing, therefore, to work the effect of bringing 
| the money in circulation below the proportion required for carry- 
mg on alienation, then an obligation to repay the capital would be 
neceſſary, and complaints would be heard againft the ſtate for not 
paying off their debrs ; becauſe thereby the progreſs of induſtry 
would be prevented. But when the operations of credit are allowed 
to introduce a method of creating money anew, in proportion to 
the demand of induſtry, then the ſtate has no occaſion to pay back 
capitals; and the public creditors enjoy far better conditions in 
their annual income, than if the capitals were refunded. 
Let me illuſtrate this by an example. 
We mult take it for granted, that in every nation in Europe there 


— 
— 


is a ſum in circulation equal to the alienation which goes on 
actually at the time. We muſt alfo take it for granted, that the 
amount of all debts whatſoever, public and: private, paying intereſt 
to the claſs of creditors, is a very great ſum: now let us ſuppoſe, 
that the claſs of debtors ſhould be enabled (no matter by what 
means) to pay off what they owe, in coin; would not, by the ſuppo- 
fition, a ſum nearly equal to that coin immediately fall into ſtag- 
nation, and would it not be impoſſible to draw any income from it? 
This was exactly the caſe of old. The coin far excceded the uſes: 
of circulation, and ſlagnated in treaſures. Wars brought it out; 
| becauſe then circulation augmented ; peace again cutting off theſe: 
extraordinary demands, che coin ſtagnated again, and returned to 
me treaſures. 

What is the cafe at preſent? 
| | Money 
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g Money and coin are never found to ſurpaſs the uſes of circulation 
in commercial countries. When war comes, which demands an 
extraordinary ſupply, recourſe is had to borrowing upon intereſt; 
not to treaſures: and the deſire of purchaſing this intereſt, which 
we call an annuity, draws treaſures even from the enemies of thoſe 
nations who have the beſt credit. Again, at the end of a war, in 
place of an empty treaſure, as was the caſe of old, we find a huge 
ſum of public debts. As oeconomy filled the treaſury then, ſo oeco- 
nomy muſt pay off the debts now. 

From what has been ſaid, it plainly appears, that intereſt is is now 
become ſo abſolutely eſſential to credit, that it may be conſidered 
as the principal requiſite, and baſis on which the whole fabric 
ſtands: we ſhall therefore begin by examining the origin and na- 
ture of intereſt, and alſo the principles which influence the rate, 
and regulate the fluctuations of 1 it. 


HAP. II. 
Of the Intereft of Money. 


SHALL leave it to divines and caſuiſts to determine how far 
the exacting of intereſt for money is lawful, according to the 
principles of our religion. 

The Jews, by the laws of Moſes, were forbid to lend at intereſt to 
their brethren, but it was permitted to lend to ſtrangers. Deut. chap. 
xxilii. ver. 19, 20. This was one of the wiſeſt political inſtitutions 
to be met with in ſo remote antiquity, as we ſhall hereafter explain. 

In the primitive ages of chriſtianity, the lending at intereſt was 
certainly reputed to be unlawful on moſt occaſions. That ſpirit of 
charity, to all who were in want, was ſo warped in with the doctrine 

of our religion, that a borrower was conſtantly conſidered to be in 
| that 
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that ſituation. Trade was little known; trading men were gene- 
rally ill looked upon; and thoſe who deviated fo far from the ſpirit 
of the times, as to think of accumulating wealth by the uſe of their 
money, commonly degenerated into uſurers. 

In the middle centuries, when a miſtaken zeal animated chriſti- 
anity with a moſt ungodly thirſt for the blood of infidels, the Jews 
were, in every nation in Europe, almoſt the only money lenders. 
This circumſtance ſtill more engaged the church to dart her thun- 
der againſt this practice; and the loan upon intereſt never took root 
among chriſtians, until a ſpirit of trade and induſtry ſprung up in 
Italy in the time of the Lombards, and ſpread itſelf through the 
channel of the Hans-towns over ſeveral nations. 

Then the church began to open her eyes, and ſaw the expediency 
of introducing many modifications, to limit the general anathema 
againſt the whole claſs of money lenders. At one time it was de- 
clared lawful to lend at intereſt, when the capital ſhared any riſque 
in the hands of the borrower; at another, it was found allowable; 

when the capital was not demandable from the debtor, while he 
paid the intereſt: again, it was permitted, when the debtor was 
declared- by ſentence of a judge, to be in mora in acquitting his 
obligation: at laſt, it was permitted on bills of exchange. In ſhort, 
in moſt Roman catholic countries, intereſt is now permitted in 
every caſe almoſt, except in obligations bearing a ſtipulation of in- 
tereſt for ſums demandable at any time after the term of payment; 
and it is as yet no where conſidered. as eſſential to loan, or demand- 
able upon obligations payable on demand, 
Expediency and the good of ſociety (politically ſpeaking) a1 arc - the | 
only rule for judging, when the loan upon intereſt ſhould be per- 
mitted, when forbid. While people borrowed only in order to pro- 
cure a circulating equivalent for providing their neceſſaries, until 
they could have time to diſpoſe of their effects ; and while there was 
ſeldom any certain profit to be made by the uſe of the money bor- 
rowed, by turning it into trade, it was very natural to conſider the 
lender in an unfavourable light ; becaule it was ſuppoſed that the 
„„ Q_ | money, 
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money, if not lent, mult have remained locked up in his coffers. 
But at preſent, when we ſee ſo many people employed in providing 


ſtores of neceſſaries for others, which, without money, could not 
be done; forbidding the loan upon intereſt, has the effect of lock- 
ing up the very inſtrument (money) which is neceſſary for ſupply- 
ing the wants of the ſociety. The loan, therefore, upon intereſt, as 


ſociety now flands compoſed, is eſtabliſhed, not in favour of the lenders, 


but of the whole community ; and taking the matter in this light, 
no one, I ſuppoſe, will pretend that what is beneficial to a whole 
ſociety ſhould be forbid, becauſe of its being ER advan- 
tageous to ſome particular members of it. 

If it be then allowed, that the loan upon intereſt is a good ol. 
tical inſtitution, relative to the preſent ſituation of European fſocie- 
ties, the next queſtion is, to determine a proper ſtandard for it, ſo 
as to avoid the oppreſſion of uſurers, on one hand, and on the other, 


to allow ſuch a reaſonable profit to the lender, as may engage him 


to throw his money into circulation for the common advantage. 
This queſtion leads us directly to the examination of the prin- 
ciples which regulate the rate of intereſt ; and if we can diſcover 
a certain rule, ariſing from the nature of things, and from the 
principles of commerce, which may direct a ſtateſman how to 
eſtabliſh a proper regulation in that matter, we may decide with 
certainty concerning the exact limits, between unlawful and pinch- 


* mg uſury, exacted by a vicious ſet of men, who profit of the diſ- 


treſs of individuals; and that reaſonable equivalent which men 
have a right to expect for the uſe of their money, lent for carrying 
on the circulation of trade, and the employment of the lower claſſes 
of a people, who muſt ſubſiſt by their induſtry or labour. 
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CHAP. IV. 
_ rhe Princi e which regula the Rate of Intereft. 


E muſt now recal to mind the principles of demand and com- 
petition, ſo fully deduced in the ſecond book, in order to 
anſwer the following queſtion, viz. 
What is the principle which regulates, at all times, the juſt and 
adequate rate of intereſt for money, in any particular ftate ? 


lanſwer, That at all times, there is in every ſtate a certain num- 
ber of perſons who have occaſion to borrow money, and a certain 
number of perſons who deſire to lend: there is alſo a certain ſum 
of money demanded by the borrowers, and a certain ſum offered 

to be lent. The borrowers deſire to fix the intereſt as low as they 

can; the lenders ſeek, from a like principle of ſelf-intereſt, to carry 
| the rate of it as high as they can. 
From this combination of intereſts ariſes a double competition, 
which fluctuates between the two parties. If more is demanded to 
be borrowed, than there is found to be lent, the competition will 
take place among the borrowers. Such among them who have the 
moſt preſſing occaſion for money, will offer the higheſt intereſt, 


> MF will be preferred. If, on the contrary, the money to be lent 


ceeds the demand of the borrowers, the competition will be upon 
the other ſide. Such of the lenders, who have the moſt preſſing 
occaſion to draw an intereſt for their money, will offer it at the 
loweſt intereſt, and this offer will be accepted of. 

I nced not launch out into a repetition of what has been ſaid con- 
cerning the influence of double competition, in fixing the price of 
commodities : I ſuppoſe thoſe principles underſtood, and well 
retained, by thoſe who read this chapter; and confine myſelf here 
to what is peculiar to the demand for money. 


"a. The 


. 
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The price of commodities is extremely fluctuating: they are all 


calculated for particular uſes; eee aua en. purpoſe. Com- 


modities, though of the ſame kind, differ in goodneſs: money ie 
all, or ought to be all of the ſame value, relative to its denominations. 


Hence the price of money (Which is what, we exprefs by the term 


intereſt) is ſuſceptible of a far greater ann and nene than 


the price of any other thing. Kb 


We have ſhewn in the 28th chapter of 5 ſecond book; in eng- 
mining the principles which regulate the prices of ſubſiſtence, that 
the only thing which can fix a ſtandard there, is frequent and 


familiar alienation. The ſame holds true of money. Were we to 


ſuppoſe a ſtate, where borrowing and lending are not common, 
and where the laws fix no determinate intereſt for money, it would 
hardly be poſlible to aſcertain the rate of 1 it at any tne. This was 


the caſe of old. 


Before the reign of Henry VIII. of Englani, anne 1545, there was 


no ſtatute regulating tlie rate of intereſt in that Kingdom. The rea- 


fon is very plain. In thoſe days there was little circulation, and 
the borrowing upon intereſt was conſidered as a mortal fin. The 


_ conſequence of this was, that uſurers, having nothing but con- 
+ ſcience to reſtrain them, carried the price of their money to a level 


with the preſſing occaſion of ſpendthrifts, while others, from friend- 
ſhip, lent for no intereſt at all. Henry fixed the rate of intereſt at 
10 per cent. and his cotemporary, Francis I. of France, anno 1522, 
who was the firſt who borrowed money in a regular manner upon 
the town-houſe of Paris) fixed the intereſt ; at the 12th penny, w_ 
is, at 85 per cent. | | 

In thoſe days, it was impoſſible for a ſtateſman to determined any 
juſt rate for intereſt; and accordingly we ſind hiſtory filled with the 


extortion of uſurers, on one hand, and the violence and injuſtice 


of Princes and miniſters towards thoſe who had lent them money, 


on the other: was it then any wonder, that tending at intereſt was 
univerſally cried out againſt? It really produced very little good, 


and was the cauſe of manifold calamities to a ſtate. When the 
5 — Prince 


Cre: V. OF POLITICAL OECONOMY. nt 


Prince borrowed, it was when in the moſt urgent diftreſs: thoſe 
who lent to him, foreſaw the danger of being plundered if they 
refuſed, and of being defrauded as ſoon as the public diſtreſs was 
over: for this reaſon they exacted the moſt exorbitant intereſt: the 
conſequence was, that the people were loaded with the moſt grievous 
taxes, and the tax-gatherers were the Prince's creditors, to whom 
wan taxes were aſſignet. 

In our days, trade, induſtry, and a call for money for ſuch pur- i 
poſes, enable the borrower to enrich himſelf, to ſupply the wants 
of the ſtate, and to pay his intereſt regularly. 

If we compare the two ſituations, we ſhall find every diſadvan- 
tage attending the former, and every r ntagg connected with the 
latter. 

Without good faith there is no 3 8 credit there is no 
eee, of money, no trade, no induſtry, no circulation, no 
bread for the lower claſſes, no luxury, not even the conveniencies 
of life, for the rich. Under theſe circumſtances, there can be no 
rule for the rate of intereſt; n borrowing cannot be . 
and familiar. | 

In proportion, hea”: as ee, becomes frequent and 
familiar, the rule for fixing the rate of a legal intereſt becomes 
more practicable. to a ſtateſman. Let me take a ſtep farther. 

We have ſaid, that it is the fluctuation. of the double competition 
between borrowers and lenders, which occaſions the riſe and fall of 
the rate of intereſt ; I muſt now point out the principles which occa- 
ſion this fluctuation. | 

Were the intereſts of trade and induſtry ſo nuts eſtabliſhed, as 
to produce the ſame, profit on every branch, the money borrowed 
for carrying them on, would naturally be taken at the ſame rate; 
but this is not the caſe: ſome branches afford more, ſome leſs profit. 
In proportion, therefore, to the advantages to be reaped from bor- 
rowed money, the borrowers offer more or leſs for the uſe of it. 
Beſides the claſs of men who borrow in order to profit by the loan, 
there 1 is another clafs, who borrow in arder to di Poe. The firſt claſs. 

never 
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never can offer an intereſt which exceeds the proportion of their 
gains: the ſecond claſs, finding nothing but want of credit to limit 
their expence, become a prey to uſurers. Were it not then upon 
account of theſe laſt, there would be no occaſion for a ſtatute to 
regulate the rate of intereſt. The profits on trade would ſtrike an 
average among the induſtrious claſſes ; and that average would fall 
and riſe, in proportion to the flouriſhing or decay of commerce. 
Let us next examine the principles which prevent the monied 
men from committing extortions, and which oblige them to lend 
their money for that rate of ne which is in proportion to the | 
profits upon trade and induftry. 
In every country there is found a ſum of money (that is, of cir- 
culating value, no matter whether coin or paper) proportioned to 
the trade and induſtry of it. How this ſum is determined, and how 
it is made to augment and diminiſh in proportion to induſtry, we 
have already explained in the 26th chapter of this ſecond book: we 
are now to examine ſome of the conſequences which reſult from 
the accidental ſtagnation of any part of it to the prejudice of aliena- 
tion ; and we muſt ſhew how the loan upon intereſt is the means of 
throwing it again into circulation. | 
There are in every ſtate ſome who ſpend more, and ſome who 
ſpend lefs than their income. What is not ſpent muſt ſtagnate ; or 
be lent to thoſe who ſpend more than the produce of their own 
funds. Were the firſt claſs found ſo to preponderate, as to require 
more money to borrow than all that is to be lent, the conſequence 
would be, to prevent the borrowing of merchants ; to raiſe intereſt 
fo high as to extinguiſh trade; and to deftroy induſtry ; and theſe 
reſources coming to fail, foreign commodities would be brought 
in, while exportation would be ſtopt, money would diſappear, and 
all would fall into decay. 
This, I believe, is a caſe which ſeldom happens; becauſe the riſe 
of intereſt (as ſtates are now formed) has ſo much the effect of de- 
preciating the value of every ſpecies of ſolid property, that ſpend- 
. are quickly ſtripped of them, by the growing accumulation 
I 0 of 


[ 
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of that canker worm, intereſt; their ruin terrifies many from fol- 
lowing ſo hurtful an example, and their property falling into the 
hands of the other claſs, who ſpend leſs than their income; theſe 
new poſſeſſors introduce, by their example, a more frugal ſet of 
manners. This may be the caſe in countries where trade and in- 
duſtry have been introduced; and where the operations of credit 
have been able to draw a large quantity of ſolid property into cir- 
culation, according to the principles deduced in the chapter above 
referred to. But in nations of idleneſs, who circulate their coin 
only, and who are deprived of the reſource of credit, high intereſt 
prevents them from emerging out of their ſloth; the little trade 
they have, continues to produce great profits, which are incom- 
patible with foreign commerce: this may, indeed, make the coin 
they have circulate for home conſumption, but can bring nothing 
from abroad. | | 
On the other hand, when trade and induſtry flouriſh, and a 
monied intereſt is formed, in conſequence of melting down of ſolid 
property, and ſtill more when a ſtate ſeems to contract great debts, 
were the money lenders to attempt to raiſe the rate of intereſt to the 
ſtandard of the ſpendthrift, the demands of trade, &c. would ſoon 
be cut off: the ſtagnation would then ſwell ſo faſt in their hands, 
that it would in a manner choak them, and in a little time intereſt 
would fall to nothing. Whereas by contenting themſelves with the 
ſtandard of trade, the largeſt ſupplies (provided for the borrowers) 
eaſily find a vent, without raiſing the rate of intereſt ſo high as to 
be hurtful to any intereſt within the ſtate. | 
Add to this, that the advantage of realizing, into lands, fo un. 
ſtable a property as money, muſt naturally throw the proprietors 
of it into a competition for the lands which diſſipation brings to 
market; and ſo by railing the value of theſe, they, with their own 
hands, defeat the conſequences of the diſſipation of ſpendthrifts, 
and hurt their own intereſt, to wit, the riſe of the price of money. 
From a combination of theſe circumſtances, lenders become obliged 
8 to 


#0 AN INQUIRY THEO TRE FNINefP LES Book v... 


to part with their money Ke that falt vr interetk uten te HR 


conſiſtent with the good of commerce. 910 mb; 


We have hitherto preſerved” our binn as  fimple Who 


ible. We have ſuggeſted no extrinſic obſtacle to ber e 18 
lending. If money is to be lent, and if people are found WRG f 
cline to borrow, we have taken it for granted, that circulation will : 
go on; and that the ſtagnations in the hands of the lenders, will 
find a ready vent by the diſſipation of the other _ we muſt now 
take a ſtep farther. | 


The ſpendthrifts muſt Mare ltr? j tat! is, they min have it in 
their power to repay with intereſt what they have borrowed: any 
impediment to credit, has the effect either of diminiſhing the de- 

277 for money, and conſequently of lowering the rate of intereſ}, 
| of introducing unlawful ufury. Tf x we ſuppoſe the rate of i 
1 well determined, and uſury prevented by a regular ckecurion 


of good laws, it is very certain, that A ſtateſman by hurting t he 
credit of extravagant people will keep the rate of intereſt One 


av 2000 111 SOT 2 FLO 10 


due bounds. 540 4 tor enorl fours 165 IIS SU GTIHQYD C7 Gi 26, 25190t 
If, Kaen we ſind the laws of any country, in our days, de- 
fafting in eſtabliſhing a facility in ſecuring money on ſolid property, 
while the rate of intereſt ſtands; higher than is, conſiſtent with the 
good of trade, and with public æredit; we ſhould be ſlow in finding 
fault with ſuch a defect. Thie motives. of ſlateſmen lis very deep; 
and they are not always at liberty to explain them. An example of 
ſuch clogs upon credit are entails 5 0 bene th 0 want of pro: 
per regiſters for mortgages. IG tin güne en 
Did e eee men e to nde 1 trade, 
fuch clogs would be pernicious: but if the tendency be to promote 
domeſtic luxury only, and thereby raiſe the price of labour and in- 
| duſtry, the caſe is widely different. This obſervation is only by the 
bye. Our obje& at preſent extends no farther, thanropoitnt!our; 
that tie ili pution Gt Zahded men, and the credit they have to bor · 
oy 163 aut God's elotlib dcr ti 2 BOUGIT IH 101 10 ANEOW 
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row money, influences, not a little, the rate of intereſt i in every mo- 


dern fate. 
Theſe are the general principles which, Pac” 8 things them- 


ſelves, without the interpoſition of a ſtateſman, tend to n the 
rate of den in commercial nations. | 


CHAP, v. 
Of the Regulation of Intereſt by Statute. 


ROM the principles deduced in the preceeding chapter, we 
have ſeen how, without the aid of any law, the intereſt of 
money, in a trading nation, becomes determined, from natural 
cauſes, and from the irreſiſtible effects of competition. 
But as there is no country in the world ſo entirely given to com- 
merce, as not to contain great numbers of people, who are totally 
unacquainted with it, a regulation becomes neceſſary to reſtrain, 
on one hand, the frenzy of thoſe, who, liſtening to nothing but the 
violence of their paſſions, are willing to procure money at any rate 
for the gratification of them, let the political conſequences of their 
diſſipation prove ever ſo hurtful; and on the other, to protect thoſe 
who, from neceſſity, may be obliged to ſubmit to the heavy oppreſ· 


ſion of their uſurious creditors. | 
Laws reſtraining uſury, are directly calculated for the ſake of 


thoſe two claſſes, not engaged in commerce, and indirectly calcu- 
lated for commerce itſelf ; which otherwiſe might receive a wound 
through their ſides. 

In entring upon the ſubject u mentioned. in the title of this chap- 
ter, I think we may agree in this, that hitherto all regulations made 
concerning intereſt, have been calculated either for bringing it 
down, or for preventing its riſe. The diſtreſs which may come 

VOL. II. | R | upon 
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upon Lite, by its falling 60 104, is a phinomenon! which has 
not yet manifeſted itſelf in bows 4 bree ges by any 1 
can at preſent recoll ec. wes ee | 

Now if it be true, as Lenk 1 has Wen proved, that the ape: 
rations of demand and competition work irreſiſtible effects in de- 
termining the rate of intereſt in commercial ſtates; the ſtateſman 
who 1 is about to make a oy pero muſt keeps theſe principles con- 


ſtantly in his eye. 
If we examine the writings of 3 who have treated of this f * 


# SW \ 35111 


ject with intelligence (among whom, I think, Child has a right to 


ſtand in the foremoſt rank) we ſhall find very little attention beſtowed 
upon that moſt neceſſary and ruling principle. 

He lays it down as an axiom, that low intereſt 1 is the ſoul of 2 
in which he i is certainly right; but he ſeems to think, that it is in 
the power* ' of: a legiſlature, by fatute, to bring intereſt down to that _ 
which is moſt advantageous to trade; and in this I differ from him. 
muſt do him the juſtice to ſay, that he no where directly 8 
that propoſition; but by ſuggeſting none of the inconveniences 
which may follow upon an arbitrary reduction of intereſt by ſtatute, 


he leaves his reader at liberty to e that * eins, of it is 


ſolely in the hands of a ſtateſman. 
It is very plain, from the hiſtory he has ni us of the avert ive 
rates of intereſt in England, from 10 to 6 per cent, that without the 
interpoſition of ſtatutes, ſuch diminutions would not, in that period, 
have taken place, from the principle of competition: but I am not 
ſo clear that, at this time, when trade is ſo well underſtood, and credit 
{o generally eſtabliſhed in many nations of Europe, that a like 
adminiſty ation would work effects equally advantageous, - /- 
It is with great diffidence I preſume to differ from Child upon 
this ſubject; and I find a ſenſible ſatisfaction in perceiving that my 
principles bring me ſo very near to his ſentiments on this matter. 
The ſtrong arguments in favour of Child's opinion, are grounded 
upon facts. He ſays, that when intereſt was brought down by 
ſtature, ohn 1625, From 10 to 8 per cent. that in place of producing 


- | any 
a 
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any baileffiict; it had that of bringing it Aill lower immediately 
afterwards ; and the ſame thing happened, anno; 1650, when, it Was 
reduced a fecond time by ſtatute, from 8 to 6 per cent. at which rate 
it ſtood at the time he wrote. Theſe facts I give credit to, and ſhall 
re them, from the conſequences of ſudden revolutions. 

When a law is made for the reduction of intereſt, all debtors im- 
nated profit by it. Upon this, the creditors muſt either fubmit, 
or call in their capitals. If they ſubmit, land immediately riſes in 
its value. If they call in their capitals, they muſt have an outlet | 
for lending them out again, beyond the limits of the juriſdiction 
of the legiſlature. Now this outlet was not then to be found; be- 
cauſe credit was no where well ble except in Holland, where 
intereſt Was ſtill lower. | 

They were, therefore, obliged to \ ſubmit, and thus intereſt 1 was 
violently brought down by ſtatute; and a great advantage reſulted. 
from it to the commercial intereſts of England. | 

The ſubſequent fall of n in the natural way, is thus eaſily 
accounted for. 

The conſequence of W — . was, that the price of 
land roſe ſeveral years in purchaſe : the landed men, who had long 
groaned under the heavy intereſt of 10 per cent. finding their lands 
riſe from 12 years purchaſe to 15, upon reducing the intereſt to 8 
per cent. ſold off part of their lands, and cleared themſelves. The 
natural conſequence of this was; to make money regorge in the 
hands of the monied men; to diminiſh the number of borrowers ; 
e conſequently, to bring the rate of intereſt ſtill lower. 

One ſudden revolution produces another. When intereſt is 
brought down by ſtatute, the price of land muil riſe by a jerk; and 
landed men will ſuddenly proſit of the change in their favour. 
When it falls gently, by natural revolutions in the ſtate of demand, 
the effects are more infenſible ; che ſharper ſighted only profit of it; 
otlicrs, from expectation of a ſtill greater riſe in the price of their 
lands neglect to ſell in the proper point of time; and may perhaps 
be difxppoinred from anew fluctuation in favour of money. This, 
1 2 is 
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s at preſent actually che caſe 1 peace of 


1762. I write in 1764. «4941911 10 mh O AL 
- Theſe facts ſpeak ſtrongly in favour-of Childs opinion that it is 
expedient to have recourſe directly to the ſtatute, whenever there is 
a Prospect of advanting rhe intereſts of trade e by a reduction of 
intereſt. gi id e Dall bed [ti 2433 ia 169t 10 

11 is rinpoſble to reply to matters of fact: all, therefore, 1 have 
to allege in favour of my own opinion, is, that it is more con- 
fiſtent with tlie very princi ciples in which both Child and I agree; it 
implies no ſudden revolution, and will, in a ſhort dane op the 


ſame effect. 5 169d 
The method of proceeding, according to my principles, is ſhortly 
this. | f 111 }G : 


Since it is agreed on all hands, that low intereſt is the ſoul of 

trade, and the firmeſt baſis of public credit; that it riſes in propor- 
tion to the demand of borrowers, and ſinks in ber erer as Nane 
is made to regorge in the hands of the monied intereſ; 
Tze ſtateſman ſhould ſet out by ſuch ſteps of adminiſtration as 
will diſcourage borrowing, in thoſe who employ their money in 
prodigality and diſſipation, as far as may be conſiſtent with the 
intereſt of the lower claſſes employed in ſupplying home con- 
fumption, according to the. e laid down in the ſecond book. 
Ile ſhould abſlain from borrowing himſelf, and even from creating 
new outlers for money, except from the molt cogent motives. By. 
this he will, in a ſhort time, gently. reduce the rate of intereſt. 
Then by ſtatute he may bring it down a little, but not ſo very low 
as the foregoing operations may have reduced it; contenting him- 
ſelf with having faber reſtricted the extent of ae ordinary 
tuations. N 

As for example: let us ſuppoſe intereſt limited by law to 5 per 
cent. and that by good management the ſtate may be enabled bo 4748 


+ #% +4 


down to 3 per cenl. ches e follow a very great abet 
to 


4 


ner, Vb OF POLITICAL OBCONOMYD 1 4 135 
to-landed men, in caſe a war ſhould ſuddenly n eres 


in favour of money. Qr Di I d 
The difference then, between Child and me, 16, that I am more 
ſcrupulous than he, in introducing reſtraint into political oeconomy: 


and my only, reaſon againſt applying the ſtatutg, as he propoſes, is 
for fear of the immediate bad effects which might follow (in many 


impoſſible to be foreſeen) upon a ſudden and violent revo- 
a in a point ſo exceſſively delicate as public credit. 3 
In his days, credit was not ſo well eſtabliſhed, nor was it e 
Ki at preſent : it was more accuſtomed to violent ſhocks, and could. 
bear a rougher treatment. But in order to come the better 0 75 
thorough knowledge of this matter, let us examine into what might 
be the conſequence, if Great Britain ſhould, at this time, bring 
down, by ſtatute, the rate of intereſt belaw the . level of the flocks, which 
1 take. to be the beſt rule of determining the preſent value of mo- 
ney; and this is alſo the beſt method of examining the expediency 
of Child's method of reducing intereſt, under the preſent com- 
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What i would be the Conſequence of reduting, by a Britiſh Stata, 
the legal Intersf of 1 Money below the preſent level of . the Stocks. 


; 


W HEN 70 — Britain borrows. money upon the public ic FO 
the rate of intereſt is always ſlipulated, and theſe ſtipulations | 
muſt be religiouſly fulfilled, or credit will be at an end. : ” 
The regulations chen propoſed to be made, muſt only refer to 
copiracts of loan excred inte by, private parties, | 
Ahe current value of Money, Lt! hink, 3 18 beſt to bee determined by 


me] price ot rk If a 4 per cent, {el {ell ls at t 705 money may be —H . 


. 
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to be then at per cent. If the ſame ſtock falls to 89, them the value 
of money riſes to near 4: if the ſame ſtock riſes to 174, wempes the 
op of money falls to about 37; and ſo in proportion; .. 
According, {HO fo as ſtock is found: to pings thee ee nn 
falls, and wice. verſa. \ | 10 29011991 ! Nö boJds | 
' Suppoſe, then, the price of money to iy: at 4 per cent. andi that 
government ſhould paſs a law, forbidding any man to lend at above 
3 per cent. what would be the conſequence? This is exactly the 
expedient propoſed by Child: money then was at 6 per cent. and he 
propoſes, by a law, to bring it, all at once, to 4, without alledging 
that money was then amn got by private convention at ſo low 
A rate. 


Would not the conſequence be, that the creditors of prtvate e 
would demand their money, in order to get 4 per cent. in buying 
ſtock, and would not this additional demand for ſtocks make them 
riſe? I anſwer in the affirmative, unleſs money could be employed 
abroad, ſo as to produce at leaſt 4 per cent. to the lenders, free of all 
charge of commiſſion,” &c. If it could not, I have little doubt, but 
that money would ſoon fall to the legal intereſt of 3 per cent, land 
would riſe to 40 years purchaſe; and landed men would proſit of 
the riſe, as Child ſays was the caſe in his time. The whole incon- 
venience would be limited to the immediate effects of the ſudden 

revolution; which would occaſion! ſo great a run upon the landed 
intoreſt, as to reduce them to an utter incapacity of anſwering it. 
This might be, in ſome meaſure, prevented, by a clauſe in the act, 
allowing a certain time for the liquidation of their debts. But who 
will pretend to foretell the immediate conſequences of ſo great a 
ſtagnation of credit, and borrowing on land ſecurity? The purſes 
of all monicd people, would, for ſome time at leaſt, be faſt ſnut 
againſt their demand. What a ſhock again, would this be to all 
inland trade, what a diſcouragement to all the manufacturing inte- 
reſt, what diſtrefs upon all creditors for accounts furniſhed, am 
upon thoſe who ſupply daily wants! I think, even ſuppoſing that 
in a year or two, the ſirſt effects might come to diſappear, and a 


notable 
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notable advantage reſult, in the main, to the commercial intereſt of 
Great Britain, yet the diſtreſs in the interval might prove ſo hurtful, 
as to render it quite intolerable. The common people who live by 
the luxury of the rich, in the city of London, and who are conſtantly 
acted upon by the immediate feelings of preſent inconveniences, 
might loſe all patience; and being blown into a ferment, by the 
addreſs of the monied intereſt . (whoſe condition would be made to 
fuffer by the ſcheme) might throw the ſtare into confuſion, and 
impreſs the nation with a belief, chat high intereſt for money, in 
PAR of being hurtful, was eſſential to their proſperity. 

I have ſaid above, that ſuppoſing the money drawn from debtors, 
ee not be placed abroad, free of all deductions, at a rate equal 
to the then value of money (ſuppoſed, for the fake of an example, 
to be at 4 per cent.) that then money would tall to 3 on cent. and the 
Rocks would riſe in proportion. 

Hut let us ſuppoſe (what perhaps is 8 matter of fact) that the 
extenſive operations of trade and credit, do actually fix an average 
for the price of ſtocks, from the value of money in other nations in 
Europe. Would not then the conſequence. of bringing down the 
rate of legal intereſt, below that level, be, to fend out of the king- 
dom all the money now circulating on private ſecurity, real and 
perſonal? Would not this deſtroy all private credit at one blow? 

Would it not have the effect of preventing, among individuals, the 
loan upon intereſt altogether? What would become of che bank of 
England, and all other banks, whoſe paper in circulation is all iu 
the hands of private people? Is not every man who has a bank note, 
a creditor on the bank, and would not the ſame intereſt which 
moves other creditors to exact their debts, under ſuch circumſtances, 
_ alſo move many holders of bank notes, to demand payment of 
them? Would not a run of that nature, only for a few weeks, 
throw the Whole nation into the molt dreadtul diſtreſs? May we not 
even ſuppoſe, that upon ſuch an occaſion, the monied intereſt fron 
a certainty of diſappuiiting the intention of government in making the law ) 
might form a combination among themſelves to lock up their 

moncy, 


128 AN NY 1NTo pl FS BGR M. F. r. 


money, even although it ſhould remain dead in their hands for a 
few months? What would become of the improvement of land? 
bi . Is there an induſtrious farmer any here to be met with, who does 
| not borrow money, which he can fo profitably turn to account u 
nis farm, even thouph he receives it at the Higheſt legal intereſt 2 
Theſe and many more inconveniences might manifeſt themſelves, 
were government to force down the value of money, contrary to 
1 the ordinary operations of demand and competition: and to 
purpoſe have recourſe to authority, when it is moſt certain, 
vi hout any ſuch expedient the ſame end may be compaſſedæ 
If it be true, as I believe it is, that in ſtates where credit is ſo well 
eſtabliſhed, that their funds or public debts are commonly nego- 
tiated abroad, there is an average fixed for the value of money by 
the operations of credit over the commercial world: and if it be 
true, that no law can be framed ſo as to reſtrain mercantile people, 
and thoſe who make a trade of money, from turning it to the beſt 
account; then all that ſhould be propoſed by government, is, to pre- 
fervs the value of it at home, within that ſtandard. For which pur- 
poſe, nothing more is neceſſary than to prevent the competition of 
the diſſipating claſs of inhabitants, from diſturbing the rate which 
commerce may eſtabliſh from time to time. This is accompliſhed 
by the methods above hinted at, and which in the next chapter 
fall be more largely infifte on. If, by prudent management, the 
conventional rate of intereſt; can thus be brought below the legal, 
then there will be no harm in diminiſhing the latter by ſtatute, not 
however quite fo low as the conventional ſtandard; but to leave a 
reaſonable latitude for gentle fluctuations above it. From what 1 
have faid, I ſtill think I had reaſon to object to Child's plan for forc- 
ing down the intereſt by ſtatute: and hiad he lived at this en 
am peeiuaded he would ove come into that pines. ' 2 
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HopE 0 arguments uſed in ads ee a will not be 

conſtrued as an apology for the high intereſt of money. 

I entirely agree with Sir Joſiah Child, that low intereſt is the ou 
of trade; the moſt active principle for promoting induſtry, | and 
the improvement of land; and a requiſite, without which it is 
nardiy poſſible that foreign commerce can long be ſupported. 
his propoſition I take to be at this time univerſally ate 
de true; and did there remain, coneerning it, the veſtige of a 
doubt in the mind of any one, the writings of many, much more 
capable than I can pretend to be, and among the reſt the author juſt 
no cited, are ſufficiently capable to remove it. 1 ſhall. not there- 
fore trouble my reader with a chapter upon that head, but only ob- 
ferve, that the terms high and lo are conſtantly relative. Here the 
relation muſt be underſtood to regard other ſtates, becauſe when 
we ſpeak of a rate of intereſt, we are ſuppoſed to mean ſomething 
general in the country we are ſpeaking of: accordingly, if we 
could ſuppoſe that, within the ſame ſtate, the rate of intereſt ſhould 
be lower in one city than any where elſe, that circumſtance would 
give an advantage to that city in all its mercantile operations 
I muſt farther obſerve, for the fake of connecting this part of 
our ſubject with our general plan, that the low intereſt for money 
is moſt uin les 0 mars NO] 
commerce. 

In the infancy as ny, and 3 wade comes to by ella 
bliſhed, ir is very natural that the coin of the country ſhiould be 
found in a great meaſure locked up in treaſures: high intereſt 
tends to bring it forth, and in that — works a * effect. 

. ' S In 
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n proportion as alienation augments, money comes toibe mul 
tiplied, by the melting down of ſolid property, as has been ex- 


plained; and then the buſineſs" of a ſtateſman is to contrive expe- 
dients for bringing the rate of it as low as poſſible, in order to 
ſupport foreign trade, and to rival all neighbouring nations: here 
intereſt is higher. When foreign trade again comes to decline, 
from the multiplication of abuſes introduced by luxury, low in- 
tereſt ſtill continues uſeful, for ſupporting public credit, be W 


fary for defending. a nation againſt her enemies. 21 211 
If money conſiſted only in the precious metals, vhich are not to 


be found in every country, but muſt be purchaſed with the pro- 
duce of induſtry, and brought from far; and if no other expedient 
could be fallen upon to ſupply their place for the uſes of circula- 
tion; then the poſſeſſors of theſe metals would in a manner be 
maſters to eſtabliſh: what rate of intereſt am wrde fit for. gu 


uſe of them. 


But if that be not the cas and if money can be ne of apa 


to the value of all the ſolid property of a nation, (fo far as occa- 


ſion is found for it, by the owners of that property) the uſe of the 
metals comes to be in a manner reduced to-that of ſerving as a 


ſtandard, for aſcertaining the value of the denominations of mo- 
ney of accompt; perhaps for facilitating the circulation . fmall 
ſums, and for paying a balance of trade to other nations. 


When this is the caſe, a ſtateſman has it in his power eee | 


or diminiſh the extent of credit and-paper money in circulation, by 

various expedients, which: greatly influence the rate of intereſt. 
The progreſs of credit has been very rapid ſince the beginning 

of this century. This has been almoſt entirely owing to the me- 


chanical combinations of trading men. Lawgivers have hitherto 


had but imperfect notions concerning the nature of it; and there 
mill remains, in the womb of nature, ſome mighty genius, born 
to govern a commercial nation, who alone will be able to fer it on 


its true principles. Let \ us in the mean time enen Taryn. 


them. ; E EL vi% 
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We have ſaid: and every body feels, that intereſt falls 1 in DrPRer- 
tion to the redundancy of money to be lent. 

Now what is this money but property, of one kind or r other, 
thrown into circulation? 1 ſpeak of trading nations, who are not 
confined to the quantity of their ſpecie alone. 

When a man of property wants money, Jorg ha not g to a 

banks, which lends upon mortgage, and by pledging his ſecurity, 

does he not receive money, which is in the ſame inſtant created for 
his uſe? Do not thoſe notes circulate as long as they are found ne- 
ceſſary for carrying on the affairs of the nation? that is to ſay, 
the.accompts,of debtors: and creditors of all denominations; and 
as ſoon as the quantity of them exceeds that proportion, they ſtag- 

nate, and return on the debtors in them, (the bank) who is en- 

abled to realize them, becauſe the original ſecurity is ſtill in their 
hands, which was at firſt pledged when the notes were iſſued. This 
realization is commonly made in the metals; becauſe they are the 
money of the world: they are real and true riches, as much as 
land; and they have this advantage over land, that they are tranſ- 
portable every where. _ 

Now, does it not appear evident, that what we hop been de- 
ſcribing is a round · about operation, which it is poſſible to ſhorten ? 
l beg of my reader, that he may attend to one thing; which is, 
that I am not here treating of, or propoſing. a, plan, but labouring 
in the deduction of principles in an intricate ſubject. 5 | 

I ſay, when landed men go to ſuch a bank, and receive paper 
for a land ſecurity, that this operation may be ſhorrencd. 

Do not the notes he gets ſtand (though that is not expreſſed) 
upon the ſecurity of his land? Now, can any man aſſign any other 
reaſon but cuſtom, why his own notes, carrying expreſly in their 
boſom the ſame ſecurity, might not be iſſued, without his being 

- abliged, to interpoſe the bank between the public and himſelf : And 
for what does he pay that intereſt 2. 52 Not that he has gratuitouſly 
received any value from the bank; becauſe in his obligation he has 
given a full equivalent for the notes but the obligation carries 

5 8 2 / | intereſt, 
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intereſt; and the notes carry none. Why! Becauſe the one circu- 
lates like money, the other does not. For this advantage, there- 


fore, of circulation, not for any additional ne does the landed- 


man pay intereſt to the dank. I Nr irie 
Had landed men, and not ane 1 this idiot 5 
turning cheir property into cireulation and had they been alla. . 
ſernbled in one body; with a legiflative authority, I imagine. they | 
would have had wit enough to find out a a land bunk: was a 
thing practicable i in its nature. [+ 3 Lenni 
Suppoſe they had agreed that all theirlants ſhoul&be det byiche 
acre, and that land property ſhould be eſteemed æt a certain num 
ber of years purchaſe, in proportion to the rate of intereſt at the 
time, where would be the great difficulty in paying in lands? 
This is only a hint, to which a thouſand objections may be made, 
as matters ſtand: all T fay, is, that there is nothing here againſt 
principles; and though there might, in every way ſuch a plan 
could be laid down, reſult inconveniencies to the landed intereſt” 
yet ſtill theſe inconveniencies would hardly counterbalance that of 


their being obliged to pay intereſt for every penny they borrow- 


It is demanded, what ee en belt « to the nation from 
fuch à regulation? 1115 
I anſwer, that by it all the dawn 50 landed n men n be- 
flruck our of the competition at the money- market. The money 
intereſt alone would borrow among themſelves for the purpoſes of 
trade, (for money d men do not borrow to ſquander) and landed 
men would conſequently pay with their own paper, in every caſe, 
where now they borrow in order to pay. Thus intereſt would be 
regulated by the demands of trade, and the rate of it mold not 
be diſturbed by the competition of ſpendthrifts. ; 
Who can {ay how far the conſequences of ſuch a * is | 
reach? Might not landed men begin in time to iſſue notes by way 
of loan, at a very conſiderable intereſt? But 1 do not incline to- 
carry my ſpeculations ace e ener, 
. eee eee J b & 2] I3VYOUE noh 
25 If 
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lt u ſtateſman ſhallfind-every modification of this idea impracti- 

cable either from his on want of power, or of combination, or, 
which is more probable, from the oppoſition, of the money d in- 

tereſt, he maſt take other meaſures for ſtriking out, as much as 

poſſible, the competition of ſpendtehrifts at the money - market. 

Emails, and lame ſecurities, are good expedients ; though they are 

productive of many inconveniencies. His own frugal economy 

in ſtate affairs will 89 much 2 nn en, 1 

dients. 

Did a nation enjoying peace, eee ee perhaps. 14 
millions ſterling, begin by paying off but 2 per cent. of their capi- 
tal yearly, beſides the current intereſt; While no neighbouring ſtate 
was borrowing any; what would. intereſt fall to in a ſhort time! 
It may be anſwered, that the conſequence would be, to enrich other 

nations; becauſe the regorging money would be ſent abroad. Is 
any ſtate ever enriched by their borrowing ? And in what does ſuch 
lending to foreigners differ from the nation's, paying off their fo- 
reign creditors ? Will not the return of intereſt from abroad e 
penſate, pro tanto, the ſums ſent out for the, like purpoſe? 

But if it be ſaid, that the conſequence will be to enable * 

nations to bring down their own rate of intereſt; I allow it to be 
fo; and ſo much the better, as long as it remains proportionally 
lower with us; which it muſt do, as long as we can lend abroad. 
We have ſaid, and I believe with truth, that as credit is now ex- 
tended, a general average is ſtruck every where upon the value of 
money: conſequently, the lower intereſt i is found abroad, the lower 
ſlill it will j,, he, as long as merchants and exchangers. 
ſubſiſt. f int DING SHES: We I Datel, 129 

E the mwerage en the rate gf intexeſt,. 
the Dutch muſt, I think, have Toft the great advantage they for- 
merly enjoyed, from the a rate of it in ee in praporiion 
to their neighbours. _. ” ap ing ery) F | 

In Child's time, they. were nix buying 4 ſogars, in = | 

don, above the ** paid by Engliſh ſugar-bakers; and, notwith. 
landing 
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landing the Achditional freight” and charges,” they grew rich by 
| their trade, while the others were hardly making any profit. This 
ne accounts! for, from the low rate of their intereſt. He ſuppoſes 
both Dutch and En gliſh to have carried on this trade with borrowed 
money; 'for'which*the firſt paid 3 per rent. and the other 6 per cut. 
But at preſent,” were it. poffible to get 6 per cent. for money in 
London, what Dutchman would lend his father a ſhilling at 3 per 
ten.? The Engliſh ſtocks are as currently bought and 101d, nay, 
all the ſtockjobbing tricks are practiſed with the ſame ſubtlety at 
Amſterdam as in Change-Alley: from which I conclude, that a 
great part of the advantage of low intereſt is now loſt to that na- 
tion; and I conclude farther, that it is the eommon eres 2 all 
* ading nations to bring it as low as poſſible eyery-where. 
Another cauſe of high intereſt proceeds from certain die hath 
upon circulation, which proceed merely from cuſtom and prejudice. 
Of this nature is the obligation of debrors to pay in the metals, 
nothing but coin being a legal tender. 
The only foundation for ſuch a regulation was the precariouſneſs 
of credit in former times. Were all the circulating paper in a na- 
tion ſecured by law, either upon the lands or revenue of the 
country appropriated for that purpoſe, there could be no injuſtice 
or inconvenience in making paper (ſo ſecured) a legal tender in 
all payments. Again, how extraordinary muſt it appear to any 
reaſonable man, that the ſame paper which paſſes on one fide of a 
river, ſhould not paſs on its rate bank, though running 
through the ſame country ? "of 
The reaſon indeed is very plain : the ſubaltern juriſdictions are 
different; and the debtors in the paper are different : but if the pa- 
per of both ſtood upon a ſecurity equally good, what is to hinder both 
to be received as a legal tender in all payments over the kingdom ? 
Should not little private objects of profit among bankers (who are 
the ſervants of the ſtate, and who are ſo well paid for their ſervice) 
be over· ruled, when the conſequences of their diſputes are found 


to 
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mas { hurtful? But of (this, Es NAPA PRE, to ſpeak. of 
hep rr Is 

The only occaſion Ss coin is e, in No POE e . 
paper, is for payment of the balance of trade with foreign na- 
tions. Of this alſo, we ſhall treat more at large, when we come 
to the. doctrine of exchange. But ſurely. nothing is ſo ill judged, 
as to create an imaginary balance within the ſame ſtate; or ra- 
ther, to permit money-jobbers to create it ; at the expence of raiſing 
intereſt, and hurting trade, in the "ery places where, it ſtands 1 in 


the greateſt need of encouragement. 


From theſe principles, and others which 5 flow: — 
mem, may a ſtateſman ſteer a very certain courſe, towards bring. - 
ing the rate of intereſt as low as the proſperity of trade requires, 
or the principles of double competition between borrowers and 
e will permitrt. 


ie: H A P. VIII. 


b the Rate «of Irterof the fora Barometer. of be State of 
| Farr ume L 


| 

N OME. political writers are fond of every expedient to reduce - 
within a narrow compaſs many queſtions, which being i in- 
volved in intricate combinations, cannot be reduced to one prin- 
ciple. This throws them into what I call ſyſtems ; of which we 
have an example in the queſtion now before us. | 
There is nothing more difficult than to determine when com- 

merce runs favourably, and when unfavourably for a nation. 
This would not be the caſe, wore the rate of intereſt the juſt ba- 

rometer of it. I have found it however advanced, that nothing 
more 
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fant the Haditiond?' freight” and charges,” they grew richt by 
their trade, while the others were hardly making any profit. This 


ne accounts for, from the low rate of their intereſt. He ſuppoſes 
both Dutch and Engliſh to have carried on this trade with borrowed 
money; ; for which; the firſt paid 3 per rent. and the other 6 per ett? 
But at preſent; were it. poffible to get 6 per cent. for money in 
London, what Dutchman would lend his father a ſhilling at 3 per 
cent.? The Engliſh ſtocks are as currently bought and ſold, nay, 
all the ſtockjobbing tricks are practiſed with the ſame ſubtlety at 
Amſterdam as in Change-Alley: from which I conclude, that a 
great part of the advantage of low intereſt is now loſt to that na- 
tion; and 1 conclude farther, that it is the common intereſt of all 
trading nations to bring it as low as poſſible every-where. © 
Another cauſe of high intereſt proceeds from certain clogs laid 
upon circulation, which proceed merely from cuſtom and prejudice. 
Of this nature is the obligation of debtors to pay in the metals, 
nothing but coin being a legal tender. 
Ihe only foundation for ſuch a regulation was the precariouſneſs 
of credit in former times. Were all the circulating paper in a na- 
tion ſecured by law, eitlier upon the lands or revenue of the 
country appropriated for that purpoſe, there could be no injuſtice 
or inconvenience in making paper (ſo ſecured) a legal tender in 
all payments. Again, how extraordinary muſt it appear to any 
reaſonable man, that the ſame paper which paſſes on one ſide of a 
river, ſhould not paſs on its oppoſite bank, though running 
through the ſame country? 
The reaſon indeed is very plain: the ſubaltern juriſdictions are 
different; and the debtors i in the paper are different: but if the pa- 
per of both ſtood upon a ſecurity equally good, what is to hinder both 
to be received as a legal tender in all payments over the kingdom 
Should not little private objects of proſit among bankers (Who are 
the ſervants of the ſtate, and who are ſo well paid for their ſervice) 
be over. ruled, when the conſequences of their diſputes are found 


to 
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to be. fo hurtful? But of (big, more, wen. Mues, to ſpeak of 
banks. e ęñ ß PID 

The only occaſion 9 coin is en 1 — th Kankdanion of 
paper, is for payment of the balance of trade with foreign na- 
tions. Of this alſo, we, ſhall treat more at large, when we come 
to the doctrine of exchange. But ſurely nothing is ſo ill judged, 
as to create an imaginary balance within the ſame ſtate; or ra» 
ther, to permit money: jobbers to create it; at the expence of raiſing 
intereſt, and hurting trade, in the very Places here it ſtands 1 in 
the greateſt need of encouragement. 
From theſe principles, and others which carurally tows: — 
| mem, may a ſtateſman ſteer a very certain courſe, towards bring- 
ing the rate of intereſt as low as the proſperity of trade requires, 
or the principles of double competition between borrowers and 
leader JJ AA ten 
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5 OME political writers are fond” of every expedient to reduce | 

within a narrow compaſs many queſtions, which being in- 
volved in intricate combinations, cannot be reduced to one prin- 
ciple. This throws them into what I call ſyſtems; of which we 
have an example in the queſtion now before us. 

There is nothing more difficult than to determine when com- 
merce runs favourably, and when unfavourably for a nation. 
This would. not be the caſe, wore the rate of intereſt the juſt ba- 
rometer of it. T have found it however adv anced, that nothing 
more. 
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more is neceſſary to be known, in order to eſtimate che relative 
profits upon the foreign trade of two nations, than to compare the 
common rate of intereſt in both, and to decide the —— in 
favour of that nation where it is found to be loweſt. 

We may ſay of this propoſition, as of the courſe of exchange; 
the lowneſs of intereſt and exchange are both exceedingly favour- 
able to trade; but they are no adequate meaſure of the profits 
ariſing from it. . 

The beſt argument in favour of this opinion with regard to in- 
tereſt is, that the nation which ſells the cheapeſt at foreign mar- 
kets is conſtantly preferred; and, conſequently, where the uſe of 
money is the loweſt, the merchant can ſell the cheapeſt. 

I anſwer, that this conſequence would be juſt, were all trade car- 
ried on with borrowed money, and were the difference of the price 
of the materials or firſt matter, the eaſe in procuring them, the 
promptitude of payments, the induſtry of the manufacturer, and 
his dexterity, reckoned for nothing. But ſuch advantages are fre- 
quently found in theſe articles, as to be more than ſufficient to 
counterbalance the additional intereſt which is paid for the money 
employed in trade. This is ſo true, that we ſee the dexterity alone 
of the workman (living in an expenſive capital, where the charge 
of living may be double of what it is in the country) enabling 


him to underſell his competitors every where: the ſame may be 


true with regard to the other articles. Farther, how far is it not 
from truth to ſay, that all trade is carried on with borrowed money ? 
When the term ade here made uſe of, is properly underſtood, we 
ſhall ſee, that a very inconſiderable part of its object is carried on 
with borrowed money, in any country in Europe; and that part 
which is carried on with borrowed money is not ſo much ciogged | 
hy the high rate of intereſt, as by want of punctuality in pay- 
ments. A merchant who can turn his money in three months, bor- 
rows as cheaply at 6 per cent. as another who turns his in fix 
months, when he borrows at 3 per ceut. 


The 
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-- Tho:objeS:.of..trade is: produce and manyfagiure..., Jf anp one 
will oonſidor the value of theſe. two articles, before they, com: 
the hands of merchants, and compare this with the money. bor- 
rowed by farmers and manufacturers, in order to bring Fw. wo 
market, d proportion will be very mall 
Do we natiſee every day, that ingenious workmen, who obtain 


credit for very ſmall ſums, are ſoon enabled, by the means of 
their own induſtry, to produce a ſurprizing value in manufac- 


tures , and not only to ſubſiſt, but to increaſe in riches? The in- 
tereſt they paꝝ for the money borrowed is inconſiderable, when 
compared with dhe, value, created (as it were) by the proper * 
ployment of their time and talents. 

If it be ſaid, that this is a vague aſſertion, ſupported by, 1 no 
propf; I anſwer, that the value of a man's work. may be eſtimated 
by the proportion between the manufacture when brought to mar- 


ket, and the ſirſt matter. Nothing but the firſt matter, and che! in- | 


ſtruments of manufacture, can be conſidered as the objects of box- 
owed. money ; unleſs, we; g ſo fax as to eſtimate the nouriſhment, 
and every expence gf hg manufacturer, and ſuppoſe chat theſe are 
alſo ſupplied from hoxzpwed money. To. . that, wat be 
turning arguments inte ca vill oo 
The object, therefore, of — 3 * carryin g on 


erate; is more relatzve40,the-merchant.than;to;the manufacturer. 


Borrowing is neceſſary for collecting all this product and manu- 
facture into the hands of merchants. This, no doubt, is very 
commonly the operatiqn of credit: intęreſt of money, here, comes 

an, to indemnify the giver of credit, for the uſe of his money : 

but this intereſt is only due from the time the borrower pays thoſe 
from whonrhe collects, to the time he feceives payment from thoſe 
to whom he ſells. This interval it is of the higheſt. importance 
to the merchant to ſhorten. In proportion as it is long, and in 
proportion to the rate of intereſt, he mult raiſe his profits; and in 
proportion as payments are quick and regular, and intereſt low, 
he may diminiſh them. Whether merchants do regulate their 
**VOL. l. T. = profits, 
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profits, in all commercial nations, according to the exact propor- 
tion of the reſpective rates of intereſt, and promptitude of pay- 
ments among them ; or whether theſe are determined by the cir- 
cumſtances of demand and competition in the ſeveral foreign mar- 
kets where the trade is carried on, I leave to merchants to deter- 
mine. All I ſhall remark 1s, that a well founded credit, and 
prompt payments, will do more ſervice to trade, than any advan- 
tage trading men can reap from the different rate of intereſt in 
different countries. 

It muſt not be concluded from this, har low intereſt is not: 2 
very great advantage to trade ; all I contend for, is, that it is not 
the barometer of it. | 

Another circumſtance which puts nations, in our days, ck. 
more on a level than they were in former times, I have already 
hinted at. It is that general average which the great loads of national 
debts, and the extenſion of credit, through the ſeveral nations of 
Europe, who pay annually large ſums of intereſt to their creditors, 
has eſtabliſhed. Let me ſuppoſe the Dutch, for example, to have 
fixed, by placard, the rate of their intereſt at 3 per cent. I ſay, that 
fo ſoon as the general average of intereſt comes to ſtand above that 
rate, from the price of public funds in England and France, we 
may ſafely conclude, that their trade cannot be carried on with 
any very conſiderable ſum of money borrowed at 3 per cent. The 
conſequence then muſt be, to ſend the money which regorges in 
the hands of the frugal Dutch, into other countries, where it can 
produce a better return, excluſive of all expences of remitting and 

drawing. What the conſequences of this lending to foreigners 
may be to Holland, ſhall be afterwards examined. 

To conclude ; I believe it wilt be found, that what has led ſome 
to believe that low intereſt is the barometer of commerce, has 
been owing to this ; that in ſome of the moſt commercial coun- 
tries and cities intereſt has been found to be lower than in great 
kingdoms : but that, I imagine, is entirely owing to the frugality 


of U manners, cuts off the borrowing of the rich for 
the 


| 
| | | 3 
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the ſake of diſſipation. When this is accompliſhed, da alone 
being what abſorbs the ſtagnations of the frugal, the price of in- 
tereſt will fall to that rate which is the beſt proportioned to the 
profits upon it: but this alſo will be leſs and leſs the cafe every 


day, in proportion to the credit and circulation of public funds in 
different nations. 


S 
Does mot Intereſt fall in Proportion as Wealth increaſes ? 


ANSWER in the affirmative: providing it be ſuppoſed that dif- 
ſipation does not increaſe in proportion to the wealth. Now 

in a general propoſition, ſuch as this which ſtands at the head of 
cour chapter, that very neceſſary proviſo is not attended to, and 

thus people are led to error. It is the manners of a people, not 
their external circumſtances as to riches, which render them fru- 
gal or extravagant. What, therefore, depends upon the ſpirit of 
a people, cannot be an but in nn of a change of 
that ſpirit. 

If the rate of intereſt be high, from a taſte of diſipation, let 
foreign trade throw in what loads of money it may, intereſt will 
ſtill ſtand high, until manners change. Every claſs of a people 
has their peculiar ſpirit. The frugal merchant will accumulate 
wealth, and the prodigal lord will borrow it. In this ſituation, 
internal circulation will be rapid, and lands will ſhift hands. 
If this revolution ſhould prove a corrective to diſſipation, by veſt- 
ing property in thoſe who have contracted a firm habit of fru- 
gality, then an augmentation of wealth may ſink the rate of in- 
tereſt. But if, on the contrary, the laws and manners of the 
country do diſtinguith claſſes by their manner of living, and mode 


of expence, it is ten to one that the induſtrious and frugal mer«, 
23 chant 
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chant will put on the prodigal gentleman, the moment he gets 
into a fine country ſeat, and hears himſelf called Your honour. 
In certain countries, the memory of paſt induſtry carries a dreg 
along with it, which * but expenſive living has power wat 


purge away. 
Let this ſuffice at preſent. upon the ſubject of intereſt: -it is ſo 


connected with the doctrine of credit, eas it will recur again at 
almoſt every ſtep as ve go along. 


|| 
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B O O K Iv. 
OF CREDIT AND DEBTS. 


» PAR T II. 


OF BANKS. 


__ — 
Of the various Kinds of Credit. 


E have already pointed out the nature of credit, which is 
confidence ; and we have deduced the principles which 
influence the rate of intereſt, the eſſential requiſite for its ſupport.. 

We come now to treat of domeſtic circulation; where we are to 
deduce the principles of banking. This is the great engine calcu- | 
lated for carrying it on. | 

That I may, with order, inveſtigate the many combinations we 
ſhall here meet with, I muſt point out wherein banks differ from 
one another in point of policy, as well as in the Principle upon which 


their credit is built. 
If we conſider them relative to their policy, I divide bin into 


banks of circulation, and banks of depoſit. This every one under- 
ſtands. ! 1 


meme > I ns en en on 


ſecurity of money borrowed) a perpetual annual income, the fund 


| 
| 
| 
| 
| 
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If according to their Be they are cſtabliſhed either on pri 
vate, or mercantile, or public credit. 

This laſt diviſion I muſt attend to in the diſtribution of tier is to 
follow ; and therefore it is proper to ſet out by explaining * I 
underſtand by the terms I have here introduced. 

1940, Private credit. This is eſtabliſhed upon a ſecurity, real or 


_ perſonal, of value ſufficient to make good the obligation of repay- 


ment both of capital and intereſt. This is the moſt ſolid of all. 

2do, Mercantile credit. This 1s eſtabliſhed upon the confidence 
the lender has, that the borrower, from his integrity and know- 
ledge in trade, may be able to replace rhe capital advanced, and the 
intereſt due during the udvance, in terms of the agreement. This 
is the moſt, precarious of all. 

3tio, Public credit. This is eftabliſhed upon the confidence re- 
poſed in a ſtate, or body politic, who borrow money upon condition 
that the capital ſhall not be demandable ; but that a certain propor- 
tional part of the ſum ſhall be annually paid, either in lieu of inte- 
reſt, or in extinction of part of the capital; for the ſecurity of 
which, a permanent annual fund is appropriated, with a liberty, 
however, to the ſtate to liberate itſelf at pleaſure, upon repaying 
the whole; when nothing to the contrary is ſtipulated. 

The ſolidity of this ſpecies of credit depends upon circumſtances. 

The difference between the three kinds of credit lies more in the 
object of the confidence, and the nature of the ſecurity, than in the 
condition of the borrower. Either a private man, a merchant, or 
a ſtate, may pledge, for the ſecurity of a loan, a real or a moveable 
ſecurity, with an obligation to refund the capital. In this caſe, the 


Gagan ſtands upon the ſolid baſis of private credit. 


Either a private man, a merchant, or a ſtate, may ſtrike out pro- 
jects which carry a favourable appearance of ſucceſs, and thereupon 


| borrow conſiderable ſums of money, repayable with intereſt. In 


this caſe, the obligation ſtands upon a mercantile credit. 
Either a private man, a merchant, or a ſtate, may pledge (for the 


Of .. 


cnar. I. OF POLITICAL. OECONOMY. 143 


of which 1s not their property, without any obligation 1 to 1 the 
capital: ſuch obligations ſtand upon the principles of public credit. 
I allow there is a great reſemblance between the three ſpecies of 
credit here enumerated: there are however ſome n dit- 


ferences between them. 

Imo In the. difficulty of eſtabliſhing and ſupporting them. 
Private credit is inſeparable, in ſome degree, from human ſociety. 
We find it ſubſiſting in all ages: the ſecurity is palpable, and the 
principles on which it is built are ſimple and eaſy to be compre. - 
hended. Public credit is but a late invention: it is the infant of com- 
merce, and of extenſive circulation. It has ſupplied the place of the 
treaſures of old, which were conſtant and ready reſources to ſtate(- 
menin caſes of public diſtreſs: the ſecurity isnot palpable, nor readily 
underſtood, by the multitude; as it reſts upon the ſtability of cer- 
tain fundamental maxims of government. Mercantile credit is 
ſtill more difficult to eſtabliſh ; becauſe the ſecurity is the moſt pre- 
carious of any: it depends upon opinion and ſpeculation, more 
than upon a fund provided for repayment of either capital or intereſt. . 
2qdo, They differ in the nature of the ſecurity and object of conſi- - 
dence. | | | 

Private credit has a determinate object of confidence, viz. the 
real exiſtence of value in the hands of the debtor, ſufficient to ſatisfy 
both capital and intereſt. Public credit has the viſible ſecurity of a 
fund appropriated for the perpetual payment of the intereſt. Mer- 
cantile credit depends wholly upon the ee ; Capacity, and 

good fortune of the debtor. 
316i, The third difference is with regard to the caſe of transfer. 


Public debts ſtand generally on the ſame bottom. No part of the 
ſame fund is better than another: the price of them is publicly 
known, and the ſecurities are laid in the moſt convenient way for 
transfer, that is, circulation, without conſent of the debtor. This 
is far from being the caſe in private ſecurities. Nor is it the caſe 


in the e except in bills payable to order, in which caſe 
alone, 


144 AN INQUIRY INTO THE PRINCIPLES Boox IV, r. 2. 


alone, the creditor can elfectually transfer vrithout- e e Eg 
the debtor. 

- 4to, The fourth alFerence is diſcovered in the IN of che con- 
fidence. | 

Nothing can FRO e Ces ok: an appearance. 18 infol- 
vency in the very debtor. But the bankruptcy of one conſiderable 
merchant, will give a very great ſhock to mercantile credit over all 
Europe: and nothing will hurt public credit, ſo long as the ſlipu- 
lated intereſt continues regularly to be paid, and ſo lang a the 
funds appropriated for that payment remain entirſſGGGi. 

From what has been ſaid, I hope the three ſpecies of credit have 
been ſufficiently explained; and from what is to fallow, we ſhall 
feel the utility of this mination: 9 Ks 


HA P. Ii. 
5 07 private Credit. 


RIVATE credit is either real, perſonal, or mixed. : 
Real fecurity or credit, every body — lp It is the 
object of law, not of politics, to give an enumeration of its dif- 
ferent branches. By this term, we underſtand no more than the 
pledging an immoveable ſubject for the payment of a debt. As 
by a penſonal ſecurity we underſtand the engagement of the debtor's 
whole eſſects for the relief of his creditors. The mixed, I have 
found it neceſſary to ſuperadd, in order to explain with more fa- 
cility, the ſecurity of one ſpecies of banks. The notes iſſued by 
banks upon private credit, ſtand upon a mixed ſecurity : that i is, 
both real and perſonal. | Perſonal, fo far as they affect the banker, 
and the banking ſtock pledged for the ſecurity of the Paper: 250 
in the ſecond place, upon the ſecurities, real and perſonal, granted 

| to 
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to the banker for the notes he lends, which afterwards enter into 
circulation. | | 

The ruling m in private credit, and the baſis on which it 
reſts, is the facility of converting, into money, the effects of the 
debtor ; becauſe the capital and intereſt are conſtantly ſuppoſed to 
be demandable. The proper way, therefore, to ſupport this ſort of 
credit to the utmoſt, is to contrive a ready method of appretiating 
every ſubject affectable by debts; and ſecondly, of melting it down 
into ſymbolical or paper money. 

- In former times, when circulation was confined, the ſcheme of 
melting down the property of debtors, for the payment of creditors, 
was impracticable ; and accordingly we ſee that capitals ſecured on 
land property were not demandable. This formed another ſpecies 
of credit, different from any we have mentioned ; which only dif- 
fered from public credit in this, that the ſolid property producing 
the income, was really in the hands of the debtor. This ſubdiviſion 
we have omitted, as its baſis reſts ſolely upon the regular payment 
of the intereſt. Of this nature are the contracts of conſtitution in 
France, and the old infeftments of annual rent in Scotland. There 
are few nations, I believe, in Europe, where a . at leaſt, of 
this kind of ſecurity does not remain. 
In order, then, to carry private credit to its greateſt extent, all 

entails upon lands ſhould be diſſolved; all obligations ſhould be 
regularly recorded in public regiſters ; the value of all lands ſhould 
be aſcertained, the moment any ſecurity is granted upon them; 
and the ſtateſman ſhould interpoſe between parties, to accelerate 
the liquidation of all debts, in the ſhortęſt time, and at the leaſt 
eren poſlible. | | 

Although this method of proceeding be the moſt eſſectual ta 
ſecure, and to extend private credit, yet it is not, at all times, ex- 
pedient to have recourſe to it; as we have abundantly explained in 
the 27th chapter of the ſecond book; and therefore I ſhall not here 
interrupt my ſubject with a ncedleſs repetition. 
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N deducin g the principles of banks, I ſhall do che deren wo 
through the ſubject ſyſtematically. a 


1 have divided credit into three branches; private, entitle; 
and public. This diſtribution will be of uſe on many oceaſions,. 
and ſhall be followed as far as it will go, conſiſtently witli perſpi- 
cuity: but as I have often obſerved of ſubjects of a complex nature, 
they cannot be brought under the influence of a few: general prin- 

ciples, without running into the modern vice of forming fyſtems, 
by wire-drawing many relations in order to make them anſwer. 

The great operations of domeſtic circulation are better diſ- 

covered by an examination of the principles upon which we find: 

banking eſtabliſhed, than by any other method I can contrive:' It 
has been by inquiry into the nature of thoſe banks which are 
the moſt remarkable in Furope, that I have gathered the little 
knowledge I have of the theory of circulation. This induces me 
to think that the beſt way of communicating my thoughts on that 
ſubject, is to lay down the reſult of my inquirics relative to the 
very object of them. 

After comparing the operations of different banks in promoting 
circulation, I find I can divide them, as to their policy, into tw•o 
general claſſes, viz. thoſe which iſſue notes payable in coin to bearer ; 
and thoſe which only transfer the credit written down in thels books 
from one perſon to another. | 2 

Thoſe which iſſue notes, I call banks of circulation ; thoſe which 
transfer their credit, I call banks of depoſit. 

. Both indeed may be called banks of circulation, becauſe by their 
means circulation is facilitated ; but as different terms ſerve to diſ- 
tinguith ideas different in themſelves, thoſe I here employ, will an- 
ſwer the purpole as well as any others, when once they are defincd ; 

| and 
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and eireulation undoubtedly reaps far greater advantages from 
banks which iſſue notes transferable every where, than from banks 
Which only transfer their credit on the very ſpot where the books 
are kept. | 
'Lſhall, according to this, diſtr - Ir A firſt explain the, principles 
upon which che banks of circulation are onſtituted and nduded, 

before I treat of the other. 
This will lead me to avail. myſelf of the diviſion I han made of 
credit, into private, mercantile, and public: becauſe, according to 
the purpoſes for which a bank is eſtabliſhed, the ground of confi- 
dence, that is, the credit of the bank, is ſettled upon one or other 
of them. | 
run countries where trade and induſtry are in their infancy, credit 
muſt be little known ; and they who have ſolid property, find the 
.greateſt diſſiculty in turning it into money, without which induſtry 
cannot be carried on, as we have abundantly explained in the 26th 
chapter of the ſecond book; and conſequently the whole plan of 
improvement is diſappointed. 
nder ſuch circumſtances, it is proper to eſtabliſh a bank upon 
the principles of private credit. This bank muſt iſſue notes upon 
land and other ſecurities, and the profits of it muſt ariſe wen the 
permanent intereſt, drawn for the money lent. 

Of this nature.are the banks of Scotland. To them the improve- 
ment of that country is entirely owing z and until they are gene- 
rally eſtabliſhed in other countries of Europe, where trade and in- 

duſtry are little known, it will be very difficult to ſet thoſe * 
engines to work. 

Although I have repreſented this ſpecies of banks, which 1 ſhall 

call banks gf circulation upon mortgage, as peculiarly well adapted to 
countries where induſtry and trade are in their infancy, their uſe- 

fulneſs to all nations, wlio have upon an average a favourable ba- 

lance upon their trade, will ſuſliciently appear upon an examina- 
tion of the principles upon which they arc eſtabliſhed, 


V's It 


148 AN INQUIRY/INTO"THE "PRINUIPLES! Boos . P.. 


I is for this reaſon, that L have applied myſelf to reduce to prin- 
ciples all the operations of the Scotcli banks, while they were in 
the greateſt diſtreſs imaginable, from tlie heavy balance the country 
owed during the laſt years of the late war, and for ſome time 
after the peace in 1763. By this I flatter myſelf to do a particular 
ſervice to Scotland, as well as to ſuggeſt hints which may prove 
uſeful, not only to England, but to all commercial countries, who, 
by imitating this e Me will n neee of whieh they 
are at preſent deprived. 94+ D AEN 3 

For theſe reaſons, I hope the detail I ſhall enter into wit regard 
to Scotland, will not appear tedious, both from the variety of cu- 
rious combinations it will contain, as alſo from the lights it will 
caſt upon the whole doctrine of circulation, which is _ 3 
object of our attention. 

In countries where trade is eſtabliſhed, induſtry nouriſhing, cre⸗ 
dit extenſive, circulation copious and rapid, as in England, banks 
upon mortgage, however uſeful they may prove for other purpoſes, 
would not anſwer the demands of the trade of London, and the 
ſervice of government, ſo well as the bank of England. ' 

The ruling principle of that bank, and the ground of their con- 
fidence, is mercantile credit. The bank of England does not lend 
upon mortgage, nor perſonal ſecurity: their profits ariſe from diſ- 
counting bills; loans to government, upon the faithof taxes, to be 
paid within the year; and en , eredit caſh pag thoſe who wee” 
with them. | 

A bank ſuch as that of Fn and cannot therefore be eſlabliſhed, 
except in a great wealthy mercantile city, where the accumulation | 
of the ſmalleſt profits amount, at the end of the year, to very con- 
ſiderable ſums. | 

In France, under the regency of the Duke of Orleans, there was 
a bank erected upon the principles of public credit. The ground 
of confidence there, and the only ſecurity for all the paper they 
iſſlued, were the funds e eee for the e of the — 
of the public debts. | 

It 
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-:It:as for the ſake of order and method, that I propoſe to explain 
the principles of banking, according to this diſtribution. I muſt 
however confeſs, that although I repreſent each of them as having 
a cauſe of confidence peculiar to itſelf, to wit, either private, mer- 
cantile, or public credit ; yet we ſhall find a mixture of all the three 
ſpecies of oredit entring into the combination of every one of them. 
Banking, in the age we live, is that branch of credit which beſt 
deſerves the attention of a ſtateſman. Upon the right eſtabliſiment 
of banks, depends the property of trade, and the equable courſe of 
circulation. By them * ſolid property may be melted down. By the 
means of banks, money may be conſtantly kept at a due proportion 
to alienation. If alienation increaſes, more property may be melted 
down. If it diminiſhes, the quantity of money ſtagnating, will be 
abſorbed by the bank, and part of the property formerly melted 
down in the ſecurities granted to them, will be, as it were, conſo- 
lidated anew. Theſe muſt pay for the country the balance of their 
trade with foreign nations. Theſe keep the mints at work; and it 
is by cheir means, principally, that private, mercantile, and public 
credit, 1s ſupported. I can point out the utility of banks in no way 
ſo ſtriking, as to recall to mind the furprizing effects of Mr. Law's 
bank, eſtabliſhed in France, at a time when there was neither mo- 
ey or credit in the kingdom. The ſuperior, genius of that man 
produced, in two years time, the moſt ſurprizing effects imaginable, 
he revived induſtry; he eſtabliſhed confidence; and ſhewed to 
the world, that while the landed property of a nation is in the 


| Gs Solid property, here, is not taken in the ſtricteſt acceptation. In countries of 
commerce, where banks are generally eſtabliſhed, every denomination of good per- | 
ſonal ſecurity, may be conſidered as ſolid property. Thoſe who have perſonal eſtates 
may obtain credit from banks as well as landed men; becauſe theſe perſonal eſtates 
are ſecured either on lands, or in the funds, or in effects which contain as real a value 

as lands, and theſe being affected by the ſecurities which the proprietors grant to the 

” tank; may with as mach propriety be ſaid to he melted down, as if they conſiſted in 
lands. In ſubjects of this nature, it is neceſſary to extend our combinations, in ꝓto- 
portion to the circumſtances under which we reaſon. 
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hands of the inhabitants; and while the lower claſſes are willing 
to be induſtrious, money never can be wanting. I muſt no cpro- 
ceed in order, towards the inveſtigation of the principles which 
influence this intricate and 3 branch of my eee ck 
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Of Banks of Circulation 0/7078 luer gas. or private Oak,” 


ANKS-of 8 upon 8 or private ins mg are 
thoſe vhich iſſue notes upon private ſecurity, payable to bearer 
on demand, in the current coin of the nation. en are nee 

in the following manner. 8 
A number of men of property join 3 ——_—— of, ner 


ing, either ratified or not by, public authority, according to circum- 


ſtances. For this purpoſe, they form a ſtock which may conſiſt 
indiſſerently of any ſpecies of property. This fund is engaged to 
all the creditors of the company, as a ſecurity for the notes they 


Propoſe to iſſue. So ſoon as confidence is eſtabliſhed with the pub- 


lic, they grant credits, or caſh-accompts, upon good ſecurity; con- 
cerning which they make the proper regulations. - In proportion 


to the notes iſſued in conſequence of thoſe credits, they provide a 


ſum of coin, ſuch as they judge to be ſuflicient to anſwer ſuch notes 
as ſhall return upon them for payment. Nothing but experience 
can enable them to determine the proportion between the coin to 


be kept in their coffers, and the paper in circulation. This pro- 


portion even varies according to circumſtances, as we ſhall after- 
wards obſerve. 


The profits of the bank proceed hun the hams, paid 8 all 


| the ſecurities which have been granted to it, in conſequence of cre- 


dits given, and which remain with it unretired. 
Out 
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-.Ourof which muſttbe deducted, fixſt; the charge of management; 
facondiy,. the laſs of intereſt for all.the coin they preſerve. in their: 
_ coffers, as well as the-expence they are put to in providing it; and; 
_ thirdly; the expence of tranſacting and paying all m due to 


bother nations. 


In proportion, therefore; as the i upon the bank nation 
— the loſs of intereſt on the coin in the bank, the expence of 
management, and of providing funds abroad to pay balances, in: 
the ſame: proportion is their profit; which they may either dude. 
accumulate, or employ, as they think fit. 

Let it be obſerved; that I do not conſider the original bank ſtock, 
or the intereſt ariſing from hat, as any part of the profits of the 

bank. So far as regards the bank, it is their original property; and 

ſo far as regards the public, it ſerves for a collateral ſecurity: to it, 

for the notes iſſued. It becomes a pledge, as it were, fon the faith- 
ful diſcharge of the truſt repoſed in the bank: without ſuch. a 
pledge, the public could have no ſecurity. to indemnify it, in caſe 
the bank ſhould iſſue notes for no permanent value received. This 
vould be the caſe, if they thought fir to iſſue their paper either in 
payment of their own. private debts, for articles of preſent con- 
fumption; or in precarious trade. 

When paper is iſſued for no value received, the ſecurity of ſuch 
paper ſtands alone upon the original capital of the bank, whereas 
when it is iſſued for value received, that value is the ſecurity on 
which it immediately ſtands, and the bank ſtoc k is, properly bn | 
ing, only ſubfidiary. 

I have dwelt the longer upon this ee becauſe many, 
who are unacquainted with the nature of banks, have a difticulty 
to comprehend how they thould ever be at a-lols for money, as 
they have a mint of their own, which requires nothing but paper 
and ink to create millions. But if they contider the principles of 
banking, they will find thar every note iſtned for value conſumed, 
in place of value received and preterved, is neither more or lefg. 
than a partial ſpending either of their capital, or prolits on 108 


* 
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bank. Is net this; the effect of the expence of their manage 
ment? Is not this expence paitl inztheir notes? But did ever any 
body imagine that this. expence did not diminiſh the profits of 
banking! Conſequently, ſuch expence may exhauſt theſe profits, if 
carried far enough; and if carried ſtill de will dimimiſh che 
e of the banking ſtock. Y £4 . 3 1 1 1 206A 3 42 

As. a farther illuſtration of this: principle, bo me ſuppoſe, an ho- 
neſt man, intelligent, and eapable to undertake a bank: I ſay that 
ſuch a perſon, without one ſhilling of ſtock, may carry on a bank 
of domeſtic circulation, to as good purpoſe as if he had a million; 
and his paper will be every bit as good as that of the bank of Eng- 
land. Every note he iſſues, is ſecured on good private ſecurity; 
that ſecurity carries intereſt to him, and ſtands good for the notes 
he has iſſued. Suppoſe then that after having iſſued for a million 
ſterling, all the notes ſhould return upon him in one day. Is it not 
plain, that they will ſind, with the honeſt banker, the original 
ſecurities, taken by him at the time he iſſued them; and is it not 
true, that he will have, belonging to himſelf, the intereſt received 
upon theſe ſecurities, while his notes were in circulation, except 
fo far as this intereſt has been ſpent in carrying on the buſineſs of 
his bank? Large bank ſtocks, therefore, ſerve only to eſtabliſh their 
credit; to ſecure the confidence; of the public, ho cannot ſee into 
their adminiſtration; hut who-willingly believe, that men who 
have conſiderable. property pledged in ene that good faith, 
will not, probably. deceive them. 

This ſtock. is the more neceſſary, from "or Gs of paying 
in the metals. Coin may be wanting, upon ſome occaſions, to men 
of the greateſt landed property. Is that any reaſon to ſuſpect their 
credit? Juſt ſo of banks. Ihe bank of England may be poſſeſſed of 
twenty millions ſterling of good eſſects, to wit, their capital; and 
the ſecurities for all the notes they have iſſued; and yet that bank 
might be obliged to llop payment, eee a tudden REO of a Tow 
millions of coin. 5 


Runs 
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Runs upon a bank well eſtabliſhed, betray great want of confi- 
dence in the public; and this want of conſidence proceeds from the 

znorance the greateſt part of men are in, with regard to the ſtate 
| of theirafſairs ET 

From — has been ſaid, we may 2 that the ſolidity of 
⁊à bank which lends upon private ſecurity, does not ſo much depend 
upon the extent of their original capital, as upon the regulations 
they obſerve in granting credit. In this the public is nearly inte- 
reſted ; becauſe the bank ſecurities are really taken for the public, 
who are creditors upon it in virtue of the 1 notes which circulate 
: 2 their hands. 


CHAP. v. 


Such Banks gh Hue their NN, tes on | private not mercantile 
Credit. | | 


BT me, — reatbn upon the example of two bankers; 
one iſſues his notes upon the beſt real or perſonal ſecurity ; 
another gives credit to merchants and manufacturers, upon the prin- 
ciples of mercantile credit, which we have explained above; the notes 
ot the one and the other enter into circulation, and the queſtion comes 
to be, which are the beſt? If we judge by the regularity of the 
payment of notes on preſentation, perhaps the one are as readily 
paid as the other. If we judge by the ſtock of the two bankers, . 
perhaps they may be equal, both in, value and ſolidity; but it is not 
upon either of theſe circumſtances that the queſtion depends. The 
notes in circulation may far exceed the amount of the largeſt bank 
lock ; and therefore, it is not on the original ſtock ; but on the 
tecurities taken at iſſuing the notes, that the ſolidity of the two 
%DL. II. : X currencies 
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currencies is to be eſtimated. Thoſe ſecured on private credit, are 
as ſolid as lands and perſonal eftates; they ftamd upon the pri · 
ciples of private credit. Thoſe ſecured on the obligations of mer- 


chants and manufacturers, depending upon the ſuccoſs of their 


trade, are good or bad in proportion. Every bankruptcy of one 


of their debtors, involves the bank, and carries off either a part of 
their profits, or of their ſtock. Which way, therefore, can che pub- 
lic judge of the affairs of bankers, except by attending to ain nature 


of the ſecurities n which they Oe . . 3663 37001971 er 
ne 
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tk of /ubaltern Bankers and Exchangers: 
11 5310 
ERE it may be uren an tho + ae of banks i is to mu 
tiply circulation, and to furniſh the induſtrious with the 
means of carrying on their traffic: that if banks infiſt upon the 
moſt ſolid ſureties before they give credit, the great utility of them 
muſt ceafe; becauſe merchants and manufacturers are never in a 
eee nee credit upon ſuch ters 0 
This argument only proves, that banks are not, alone, ſufficiene 
for carrying on every branch of circulation. A truth which no 
body will contravert. But as they are of uſe in carrying on the 
great branches of circulation, it is proper to prevent them from 
engaging in ſchemes which may deſtroy their credit TRE [1 


lt muſt be obſerved, that i in this example, the banker who iſſues. his notes u upon 
mercantile ſecurity, is ſuppoſed to grant a permanent loan to the merchant or manu- | 
Fafurer, as he would do to thoſe who pledge a perſonal feeurity. This is tot 
repugnant to the principle of banks ſecured on tnercantile credit. Such batks neber 
grant loans for indefinite duration, upoh any ſrcurity hat ſoe ver. os ney not even 
diſcount a bill of exchange, when it has aboye two months to run. 


| i 
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private ſecurity, Was peculiarly well adapted to munen 

land, where trade and induſtry are in their infancy, - | 

Merchants and manufacturers there, have conſtant occaſion: * 

money or eredit; and at the ſame time, they cannot be ſuppoſed 

to have either real or perſonal eſtates to pledge, in order to obtain 

a loan n. from the banks, who ade to lend upon no other 
ſecurity. 

Jo remove that difliculty, we find a PR of merchants, men af 
8 who obtain from the banks very extenſive credits upon 
the joint real and perſonal ſecurity of themſelves and friends. With 
this aſſiſtance from the bank, and with money borrowed from pri- 
vate people, repayable on demand, ſomething below the common 
rate of intereſt, they ſupport the trade of Scotland, by giving cre- 
dit to the merchants and manufacturers. 

To this ſet of men, therefore, are banks of circulation upon 
mortgage to leave that particular branch of buſineſs. It is their 
duty, it is the intereſt of the country, and no leſs that of banks, 
that they be ſupported in ſo uſeful a trade; a trade which animates 
all the commerce and manufactures of Scotland, and which con- 
ſequently promotes the vues bse. en "ou notes non —_ 
the profits of the banles do ariſmmmmGG. | 

Theſe merchants are ſeitled in al os 6 3 
they are well acquainted with tlie ſtock, capacity, induſtry, and 
integrity of all the dealers in their diftzict : they are many; and by 
this are able to go through all the detail which their buſineſs 
requires; and their profits, as we ſhall ſee preſently, are greater 
than thoſe of banks, who lend at a ſtated intereſt. 

The common denomination by which they are called in Scotland, 
is that of bankers; but to avoid their being confounded with 


= bankers, in England (whole buſineſs is very Pie we ſhall, 


"£SILEEE 


name e den, Wor Gnce their trade is principally carried on by 
bills of exchange. 


"4 


X 2 | As 
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As often as theſe exchangers give credit to dealers in any way, 
they conſtantly ſtate a commiſſion of + per cent. or more, accord- 
ing to circumſtances, h r and above the intereſt of their ad- 
vance- profits, which greatly ſurpaſs thofe of any bank. One thou- 
ſand pounds credit given by à bunk; may not produce ten pound 
in a year for intereſt: if given by a banker, to a merchant, who 
draws it out, and replaces it forty times in a year, there will ariſe 
upon it a commiſſion of 20 per cent. or 200 l. Ef 115 1 
this ſet of men are expoſed to riſks and loſles, pick 3 
without complaint, becauſe of their great an ; hae iraplieg, 
a detail, which no bank can deſcend to. 27 Tina 517 
"Theſe exchangers give way, from time to time; Sh ae 
tial hurt is thereby occaſioned to national credit. The loſs falls; 
upon thoſe who lend to them, or truſt them with their money, 
upon precarious ſecurity; and upon merchants, who lay cheir ag 
count with ſuch riſks. In a word, they are a kind of nen 
and draw premiums in proportion to their riſks. 8 
Jo this ſet of men, therefore, it ſhould; be left to give credit a 
merchants, as the credit they give is purely mexcantile and to 
banks alone, who give credit on good ꝓrivate ſecurity, it ſhould R 
left to conduct the great national circulation, which ought. ta 
Rand upon the ſolid principles of private crędit, r 
From this example we may diſcover che Juſtnęſs of the di lte 
1 have made between ꝓrivate and mergautile cxedit f, had I not found 
it neceſſary, I would not have introduced it. | 
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E all banks of circulation upon mortgage, 4 obligation in the 5 
>Hote is to pay in coin, upon demand: and in the famous book 


of Mr Iuw, there was a very neceſſary clauſe added; to wit, that 
che coin was to be of the ſame weight, ſineneſs, and denomination, 
as at tlie date of the note. This was done, in order to prevent the 
mmibonveniencies which might reſult to either party, by an arbi 
wharf raiſing or - ee peer. g, _ con; a e 22M 
then very familiar in Frances 0007 hoe vo 
*"iftits'obligarion'to pay in coin, owes its origin to the! how late 
of credit in Europe at the time hen banks firſt began to be in- 
ttduced; and it is not likely that any other expedient will ſoon 
be filfen upon to remove the inconveniences which reſult from 
: it in domeſtic circulation, as long as the generality of ran con- 
he all money, except coin, to he falſe and ſictitious. f - 


1 have already thrown out abundance of hints, ' from which it 
may y be gathered, that coin is hot abſölutely neceſſary for carrying 
on domeltie Greulatton, and more will be ſaid on that ſubject, as 


we go along. But 1 am here to examine the nature and conſe- 
quences of this obligation contracted by banks, to diſcharge r 
notes in the current coin of the country. 


In the firſt place, it is plain, that no coin is ever (except in very 
particular caſes) carried to a bank, in order to procure notes. The 
greateſt part of notes iſſue from the banks, of which we are treat- 
ing, either in conſequence of a loan, or of a credit given by the 
bank, to ſuch as can give ſecurity for them. The loan is made in 
their own notes; which are quickly thrown back into circulation 

| 2 by 


public at a leſs intereſt, to near the ſum of 11,000,000 pounds, which 
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by the borrower; who'borrowed,' becauſe he had oecaſion to pay 


them away. In like manner, when a credit is given, the bank 
pays (in her notes) the orders ſhe receives from the perſon who 
has the: he wank in this' manner are notes ieee l from a 
bank. ear dss j Se Yo 

© Coin, again, comes to a bale in the common courſe of dts: 
tion, by payments made to it, either for the intereſt upon their 
loans, or when merchants and landed men throw the payments 
made to them into the bank, towards filling up their credits; and | 
by way of a ſafe depoſit for their money. Thefe payments are 


made to the bank in the ordinary circulation of the country. When 


there is a conſiderable proportion of coin in circulation, then the 


bank receives much coin; and when rhere is little, they receive 


little. Whatever they receive 1s laid by to anſwer notes which are 


oſſered for payment; but whenever a draught is made upon chem 
for the money thrown in as above, they pay in paper. 

As we are here ſearching after the principles, not after facts, it 
is out of our way to inquire what may be the real proportion of coin 
preſerved by banks of circulation, for anſwering the demand for it. 

Mr. Megens, a very knowing man, and a very judicious author, 
lately dead, who has writ a ſmall treatiſe in the German tongue, 
tranſlated into Engliſh, under the title of The Univerſal Merchant, 
delivers his ſentiments concerning the proportion of coin preſerved 
in the bank of England, which ! al here tranſcribe in the tran- 
{lator's words. Sect. 60. 

The bank of England conſiſts of two ſorts of creditors, the one of 
that ſet of men, who, in King William's time, when money was 
{ſcarce and dear, lent the public 1,200,000 pounds, at 8 per cent, inte- 
reſt, and 4000 pounds were allowed them for charges, amounting 
in whole to 100,000 pounds a year, an exclufive right of banking 
as a corporation for 13 years, under the denomination of rhe pro- 
prictors of the dat and which, for obtaining prolongation of 
their privileges, has been ſince increaſed by farther loans to the 


if 
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if wwe compute che intereſt at 3 per cent. (as hat they have more on 
ſome: part anſwers incident charges) it produces 330, ooo pounds & 
year; and as they divide annually 5 per cent. to their proprictors, © 
which is 550,000, pounds, it is evident that they make a yearly profit 
of 220,000 pounds, out of the money of the people who keep caſh with them, 
and theſe are the other ſort of creditors: and as for what money 
the bank lends to the government, they have for the moſt part bur 
3 ger cent, intereſt, I conclude that the credit caſh they have in their 
hands may amount to 11,000,000 pounds, and thereout 1s employed 
in loans to the government, diſcounting of bills, and in buying, 
gold and filver-7,333,333; pounds, which at 3 per cent. intereſt or 
profit, will amount to the above 220,000 pounds, and remains. 
3,666,666; pounds in caſh, ſufhcient for circulation and current 

payments. And experience has evinced, that whenever any mi-. 

truſt has occaſioned any run upon the bank for any continuance, 

and the people not finding the treaſure ſo ſoon exhauſted as they 
| ſurmiſed, it flowed in again faſter on the one hand than it was. 
drawn out on the other. 

This, gentleman lived long in England. He was very intelligent. 
in matters relating to commerce; and his authority may, I believe, 
be relied on as much as on any other, except that of the bank itſelf ; 
which, it would appear, has ſome intereſt in kceping thoſe Ars 
1 5.: 

We ſee by his account, that the bank of England keeps i in coin. 

of the value of all their notes in circulation. Wich this quantity, 
e is carried on with great ſmoothneſs, owing to the prof: perity 
of that kingdom, which ſeldom owes any conſiderable balance to 
other nations. 

But the conſequence. of tlie obligation t to pay in coin, is | that 
when the nation comes to owe a balance, the notes 9 the 
| bank had iſſucd to {ſupport domel.ic circulation sz{, come upon it 
for payment of a forcign balance; and thereby the coin which i it 
had provided for home demand only, is drawn out. | 


- i *. # - . L. p 
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It is this circumſtance, above all others, which diſtreſſes banks 
of circulation. Were it not for this, the obligation to pay in coin 
might eaſily be diſcharged; but whenlin virtue of this pure obli- 


gation, a heavy national balance is demanded of the bank, which 


has only made proviſion for the current and ordinary demarid at 

home, it requires a little ee pee to Find nat? at once, an eaſ 

remedy. TM i ien 792 4 4 
This combination we e ſhall; in the Webel eliafari, endeavour 


to unfold: it is by far the moſt intricate, and at the ſame time the 


moſt important in the whole doctrine of banks of circulation. 
Another inconvenience reſulting from this obligation to pay in 


coin, we have explained in the third book. It is, that the confuſion 
of the Engliſh coin, and the lightneſs of a great part of it, obliges 


the bank of England to purchaſe the metals at a price far above 
that which they can draw back for them after they are coined. We 
have there ſhewn the great profit that might be made in melting 
down and exporting the heavy ſpecies.” This profit turns out a real 
loſs to the bank of England, which is conſtantly obliged to provide 
new coin, in proportion as it 18 wanted. This inconvenience is not 
directly felt by banks, in countries where there is no mint eſta- 
bliſhed. 

Here then is another bad conſequence of this obligation to pay in 
the metals, which a proper regulation of the coin would. imme- 
diately remove. In countries which abound in coin, banking is an 
eaſy trade, when once their credit is well eſtabliſhed. It is only 
when either a foreign war, or a wrong balance of trade has carried 
off the metals, that the 9 180 of this de l t6 to pay in coin is 


ä ſev erely felt. 
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T is — ad, chat When there is a balance due by any 
1 nation, upon the whole of their mercantile tranſactions with the 
reſt of the world, ſuch balance muſt be paid in coin. This we call 
a wrong balance. Thoſe who tranſact the payment of this balance, 
are thoſe who regulate the courſe of exchange; and we may ſup- 
poſe, without the leail danger of being deceived, that the courſe 
is always higher than the expence of procuring and tranſporting 
the metals; becauſe the overcharge is profit to the exchanger, who 
without that profit could not carry on his buſineſs. 

... Theſe exchangers, then, muſt have a command of coin; and 
where can they get it ſo eaſily, and ſo readily, as from banks who 
are bound to pay in it? | 

Every merchant who imports foreign commodities, muſt be — 
poſed to have value in his hands from the ſale of them; but this 
value muſt conſiſt in the money of the country: if chat be moſtly 
bank paper, he muſt give the bank paper to the exchangers for a 
bill, whoſe buſineſs it is to place funds in thoſe parts upon which 
bills are demanded. The exchanger again (to ſupport that fund 
which he exhauſts by his draughts) muſt demand coin from the 
banks, for the notes he received from the merchant es he gave 
him the foreign bill. 

Beſides the wrong balances of trade tranſacted in this manner, 
which banks are conſtantly obliged to make good in coin, every 
other payment made to foreigners has the ſame effect. It is not 
becauſe it is a balance of trade, but becauſe it is a payment which 
cannot be made in paper currency, that a demand is made for coin. 
Coin we have called the money of the world, as notes may be called 
the money of the ſociety. The firſt then muſt be procured when we 

VOL. I. Y pay 
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pay a balance to Cones. arp dhe laſt is Full as good when vp 
among ourſelves: HO EAU O 6-401 fe # $101 }bD6 on 
It is proper, borrevkl; to be e is a great difference 
between the wrong balance of trade, and the general balance of pay- 
ment;. The firſt marks the total loſs of the nation when her imports 
exceed the value of her exports ; the ſecond comprehends three other 
articles, viz. 1. the expence of the natives in foreign countries; 
2. the payment of all debts, urge and — oe to un 
3. the lending to other nations. 100 
Theſe three I call the general balance of . payments: gl 
theſe added to the wrong balance of trade may be called the en 
balance with the world. |  $312Gorq 
Now as long as the payment of this grand balance 5 is a by 
exchangers, all the coin . e to See it young muſt * at e | 
charge of banks. i 
How then is this coin to we - procured by nations s who inn no 
mines of their R 11003 
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How a nd . Balone may be As by Banks without the 2 
J Cain, as 


: 


D 1D all the circulation of a country conſift in esl, this grand 
balance, as we have called it, would be paid out of the! Wai, 


to the diminution of 1 it. 

We have ſaid that the acquiſition of coin, or of the bret 
metals, adds to the intrinſic value of a country, as much as if a por- 
tion of territory were added to it. The truth of n reren will 


56 Io 0 art -4 
NOW ſoon appear evident. FIGS | rl nt to 


; F*4Q F135 q $4 a 7 * 7 , > ? S P : : " 1 
141 1 * 1 a 1 r 1 11 


We 


n IX or rolfrIcAI oO 13 


We have alſo ſaid, that the creation of ſymbolical money, adds 
no additional wealth to a country, but only provides a fund of cir- 
culation out of ſolid property; which enables the proprietors to 
conſume and to pay proportionally for their conſumption: and we 
have ſhewn how by this . and bn are e 
to flouriſh. oo | 
May we not EY 8 theſe Hon vis ie as nations 9 — 
have coin, pay their grand balance out of their coin, to the diminution 
of that ſpecies of their property, ſo nations who have melted down 


their ſolid property into ſymbolical money, muſt pay their grand _ 


balance out of the ſymbolical money; that is to ſay, out of the ſolid 
en of which it is the ſymbol? 

But this ſolid property cannot be ſent abroad; Ss it is e 
t nothing but coin can be employed in paying this grand balance, 
To this I anſwer, that in ſuch a caſe the credit of a bank may ſtep 
in, without which a nation which runs ſhort of coin, and which 
comes to owe a grand balance muſt quickly be undone. | 

We have ſaid that while exchangers tranſact the balance, the 
whole load of providing coin lies upon banks. Now the whole 
ſolid property melted down, in their paper, is in their hands; be- 
cauſe I conſider the ſecurities given them for their paper, to be the 
ſame as the property itſelf.” Upon this property, there is a yearly 
intereſt paid to the bank: this intereſt, then, muſt be engaged by 
them to foreigners, in lieu of what is owing to them by the nation; 
and when once a fund is borrowed upon it abroad, the reſt is caſy 
to the bank. This ſhall be further explained as we go along. 

1 do not pretend that the common operation of providing coin, 
| when the grand balance is againſt a nation, is as ſimple as I ha 
repreſented it. I know it is not: and l know alſo, that I am not 
in any degree capable to explain the infinite combination of mer- 
cantile operations neceſſary to bring it about; bur it is no leſs true, 
that thele combinations may be ſhortened: becauſe when. the whole 
of them have been gone through, the uanfaction muſt land in 
what I have faid; to wit, that either the grand balance muſt be paid 

"SS. | out 
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out of che national ſtock of coin, or it; muſt be furniſhed by fo - 
reigners upon a loan from them; che inmtereſt of which, muſt; be 
paid out of that part of the ſolid property of che nation which has 
been melted down into paper. I ſay farther, that were not all this 


ſolid property, ſo melted down, in the han s Of banks, WhO 
thereby have eſtabliſhed to themſelves an enormous mercantile cra- 

dit; there would be no poſſibility of conducting ſuch an opera- 
tion: that is to ſay, there would be no poſſibility for nations to run 
in debt to nations, upon the; — of. their FI; e 
re bene 0 balbgo nt i aan 
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HAVE ſaid, that when the at ſtock s coin 1s not ſuffici- 
ent to provide banks with the quantity demanded of them, for 

the payment of the grand balance, that a loan muſt take place. To 

this it may be objected, that a credit is ſufficient to procure coin, 

without having recourſe to a formal loan. The difference I Fake 
between a loan and a credit conſiſts in this, that by a credit we 
underſtand a temporary advance of money, which the perſon who, 
gives the credit expects to have repaid in a ſhort time, with intefeft | 
for the advance, and commiſſion for the credit; whereas by a 
loan we underſtand the lending of money for an indefinite time, 
with intereſt during non: payment. 5 3 
Now I ſay, the credit, in this caſe, will not anſwer. the purpoſe. 
of ſupplying a deficiency; of coin; unleſs the deficiency has been 
en and chat a return of coin, from a new favourable, grand. 


balance, 


enkr. X ORIPIOLITI CAL OBCONOMYE! i 16s 


balants; be'eqaickly expected. Theo credit will indeed anfwer, the 
preſent exigeney; but the moment this credit comes: tobe replaced, 
it muſt be replaced either by a loan, or by a ſupply of coin; but, 
by the ſuppoſition, coin is found to be wanting for paying the 
grand balance; conſequently, nothing but à loan, made by the lend- 
ers either in coin, in the metals, or in a liberty to draw, can re- 
move the ineonvenience; and if recourſe be had to credit, inſtead 

of the loan, the ſame difficulty will ups mem that erer | 
comes to be made good by repayment. [> N. 
Upon the whole, we may 3 that nations 2 owe a 
balance to other nations, muſt pay it either with their coin, or with 
ſolid property; conſequently, the acquiſition of coin is, in this 
particular, as advantageous as the acquiſition of lands; but when 
coin is not to be procured, the tranſmiſſion of the ſolid property to 
foreign creditors is an operation which banks muſt undertake; be- 
cauſe it is they who are obliged either to do that, or to pay in coin. 


o the Hurt reſulting 70 5 8 leave; the Payment / 
4 wrong Balance to. n | 


E have ſeen in a former we jak 8 3 and banks 
are mutually aſſiſtant to one another: the exchangers by 
ſwelling and ſupporting circulation; the bank by ſupplying them 
with credit for that purpoſe. While parties are united by a com- 
mon intereſt, all goes well : but intereſt:divides, by the ſame Pride: 
ciple that it unites. 
No ſooner does a nation incur N a ieſcelE;. omar | 


changers ſer. themſelves: to work to make à fortune, by conducting | 
| the 
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the operation of paying it. They appear then in-che-light FOO 
litical uſurers, to a ſpendthrift heir who has no guardian. The 
guardian ſhould be the bank, who, upon ſuch occaſtons, (and 
upon ſuch only) ought'ro interpolſe/between'the nation and her fo- 
_ reign creditors, © This it may do, by conſtituting itſelf at once 
debtor for the whole balance, and by taking foreign exchange into 


its hand, until fuch time as it ſhall have diſtributed the debt it has 
contracted for the nation, among thoſe individuals who really owe 


it. This operation performed, exchange may be left to thoſe who 


make chat branch their buſineſs, becauſe then they will find no 


opportunity of combining either againſt the intereſt of -the bank 


or of individuals. 


When a national bank 8 ſo neceſſary a avis: as mala as 
ſo neceſſary a precaution, the whole claſs of exchangers become 
united by a common intereſt againſt it; and the country is torn to 


pieces, by the fruitleſs attempt it makes to ſupport itſelf, without 
the help of the only expedient that can relieve it. 


Thoſe exchangers having the grand balance to tranſact with other | 


nations, make uſe of their credits with the bank, or of its notes, 


to draw from it their coin, in order to export it. This throws a 
great load upon the bank, which is conſtantly obliged to provide 
a ſufficient quantity for anſwering all demands; for we have laid 


it down as a principle, that whatever coin or bills are neceſſary to 


pay this grand balance, in every way it can be tranſacted, it muſt ul- 
timately be paid by the bank; becauſe whoever wants Kin for 


any purpoſe, and has bank notes, can forte the bank to pay in 
coin, or ſtop payment. 


It cannot, therefore, be ſaid, that exchangers do wrong; nor 


can they be blamed, in drawing from the bank whatever is wanted 


for the purpoſe of paying to foreigners what is their due; that is, | 
what is juſtly. owing to them. If they do more, they muſt hurt 
themſelves ;/becaule whatever is ſent, abroad more than is due, 
muſt conſtitute rhe reſt of the world debtors to the country, hich. 


ſends out their coin. The conſequence of this is to turn exchange 
againſt 


FFF 

— 9 5 8 F. SS S N » 7 

_ 22 er, EL DS CES 1 2 
Z Tt Ir nt OED TS IAG? 


Caxe. XI.. OF|POLITI CAE OECONQMY.: 463 


againſt foreigners, and to make. it favourable. for the nation which 
is creditor. In this caſe, were the creditors till to continue ſend- 
ing coin abroad, they would % by that operation, for the ſame 
reaſon that they gain, by ſending it out when they are debtors. 

It is very common for banks to complain, when coin is hard to 
be procured, and when large demands are made upon them; they 
then allege unfair dealings againſt exchangers; they fall to work 
to eſtimate the balance of trade, and endeavour to ſhow that i it is 
not in reality againſt the country. | 5 

But alas! this is nothing to the purpoſe; Fs Foes of trade may. 
be very favourable; although the balance of payments be greatly 
againft the country ; and both muſt be paid, while the bank has a 
ſhilling of caſh, or a note in circulation. So ſoon again as the 
grand balance is fairly paid off, it is impoſſible that any one can ſind an 
advantage in drawing coin from a bank; except in the ſingle caſe. 
of melting down the heavy ſpecies, in nations which give their 
coinage gratis. Of this we n treated at ſuflicient length in 
another place. Wells c | 

Banks may indeed contpliin; hh men of property are ſome- 
times ſending their money out of the country, at a time when it 
is already drained of its com that * raiſes exchange, and hurts 
the trading intereſt. | 

Exchange muſt riſe, no dui in proportion as: the can ba- 
lance is great, and difficult to be paid: But where does the blame 
lie? Who ought to provide the coin, or the bills for paying 
this grand balance? Have we not thewn that it is the bank alone 
who ought to provide coin for the ready anſwering of their notes:? 
Have we not ſaid, that the method of doing this-is by ſacrificing 
a part of the intereſt due upon the obligations in their hands, ſe- 
cured upon the ſolid property of the country, and by the means of 
foreign loans upon that fund, to procure either the metals them- 
ſelves, or a power to _" on ne n e * nation's Credle 
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Which of the two has moſt reaſon to complain, the bank, be- 


cauſe the inhabitants think fit to ſend their effects out of the coun- 


try, being either forced ſo to do by their creditors, or chooſing ſo 
to do for their private advantage ; or the creditors of the bank, and 
the country in general, when, from the obſtructions the bank 
| throws in the way, when required to pay its notes, exchange is 

forced upto an exorbitant height; the value of what private n 


chants owe to ſtrangers 1s raiſed ; and when, by diſcouraging de 
in their hands, a general ſtop is put to manufactures and credit i in 


general! | 2s 
In a word, the bank has no reaſon to complain, unleſs they 


can make it appear, how any perſon, exchanger or other, can find 


an advantage in ſending coin out of the country, at a time when 
there is no demand for it; or when there is no near proſpect of it, 
which is the ſame thing? To fay that a principle of public ſpirit 


ſhould prevent a perſon from doing with his property what is moſt 


to his advantage, in favour of ſaving ſome money to a bank, is 
ſuppoſing the bank to be the n inſtead of being the 2 12 9 
of the public. 


Another argument to prove that no profit can be made by ſending 
out coin, except when the balance is againſt a country, is, that we 


ſee all runs upon banks ſtop, the moment exchange becomes fa- 
vourable. Were there a profit to be made upon ſending off coin, 
independently of the debts to be paid with it, which cannot be 
paid without it, the ſame trade would be profitable at all times. 


As this is not the caſe, it follows, that the principle we have laid 


down is juſt; to wit, that the balance due to foreigners mu be 
paid by banks, while they have a note in circulation; and when 
once it is fairly paid by them, all extraordinary demands muſt ceaſe. 
We now proceed to another point, to wit, What are the conſe- 
quences of circulation, when a great balance draws away a large 
. of coin from the bank, and ſends 1 ir out of the country? 
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HAT I may communicate my ideas with the greater preci- 
ſion, I muſt here enter into a ſhort detail of ſome principles, 
and then reaſon on a ſuppoſition, | 
It has been ſaid, that the conſequence of credit and Paper- 
money, ſecured on ſolid property, was to augment the maſs of 
the circulating equivalent, in proportion to the uſes found for it. 
Theſe uſes may be comprehended under two general heads. 
The firſt, payment of what one owes; the ſecond, buying what 


LG one has occaſion for: the one and the other may be called by the 


general term of ready-money demands. 

Whoever has a ready-money demand upon him, and property at 
the ſame time, ought to be furniſhed with money by banks which 
lend upon mortgage. 

Now the ſtate of trade, e modes of living. and the 
cuſtomary expence of the inhabitants, when taken all together, re- 
gulate and determine what we may call the maſs of xeady-money 
demands, that is, of alienation. To operate this multiplicity of 
payments, a certain proportion af money is neceſſary. This pro- 
portion again may increaſe or diminiſh according to cixcumſtances ; 
although the quantity of alienation ſhauld continue the ſame. 
Jo make this evident, let ys ſuppoſe the accounts of a whole 
city kept by one man; alienation will go on without any payment 
at all, until aecaunts are cleared; and then nothing will be paid, 
but general balances upon the whole. This hawoyer is only by the 
bye. The point in hand is to agree, that a certain ſum of money 
is neceſſary for carrying on domeſtic alienation; that is, for ſatisfy· 
ing ready- money demands: let us call this quantity (A). 

. 4 Next, 
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Next, in moſt countries in Europe, (I may ſay all) it is cuſtorn- 
ary tocirculate coin, which, for many uſes, is found fitter than 
paper, (no matter for what reaſon); cuſtom has eſtabliſhed. it, and 
with cuſtom even ſtateſmen muſt comply ; 

The paper-money is generally made beten in coin mee 
cuſtom alſo. Now, according to the manners of the country, more 
or leſs coin is required for domeſtic circulation. Let it. be obſerved, 
that hitherto we have not attended to foreign circulation, of which 
prefently: and I ſay, that the manners of a country may make 
more or leſs coin neceſſary, for circulating the ſame quantity: of 
paper ; merchants, for inſtance, circulate much paper and little 
coin; gameſters an coin, anck little papers one cxample is ſuffi- 
cent. | | 
Let this quantity of coin, eder PF circulating the paper- 
money, be called (B), and let the paper be called (C); conſe- 
quently (A) will be equal to the ſum of (B) and (C). Again, we 
have ſaid, that all balances owing by nation to nation, are paid 
either in coin, in the metals, or in bills; and that bank paper can 
be of no uſe in ſuch payments. Let the quantity of the metals, 
coin, or bills, going out or coming into the country for payment 
of ſuch balance, be called (D). | ; 

Theſe ſhort deſignations premiſed, we may reaſon with more 
preciſion. (A) is the total maſs of money (coin and paper) neceſ⸗ 
fary at home: (A) is compoſed of (B) the coin, and of (C) the 
paper, and (D) ſtands for that maſs of coin, or metal, or bills, 
which goes and comes according as the grand balance is eis 
or unfavourable with other nations. 

Now, from what has been ſaid, we may Aera, that there 
fhould at all times remain in the country, or in the bank, a quan- 
tity of coin equal to (B); and if this be ever found to fall ſhort, 
the bank does not diſcharge its duty. It is unneceſſary to deter- 
mine what part of (B) ſhould be locked up in the bank, and what 
part ſhould remain in circulation: banks themſelves cannot de- 
termine that queſtion: all we need to ſay is, that it is the proſit of 
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banks to accuſtom people to the uſe of paper as much as poſſible; 
and therefore they will draw to themſelves as much coin as they 

When a favourable balance of trade brings exchange below par, 
and brings coin into the country, the conſequence is, either to ani- 
mate trade and induſtry, to augment the maſs of payments, to ſwell 
(A), and ſtill to preſerve (C) in circulation; or to make (A) regorge, 
ſo as to ſink the intereſt of money below the bank lending price; 
and then people will carry back the regorging part of (C) to the 
bank, and withdraw their ſecurities; which is conſolidating, as 
we have called it, the property which had been formerly melted 
down, for want of this circulating equivalent (money). 

This is conſtantly the conſequence of a ſtagnation of paper, from 
an overcharge of it, thrown into circulation. It returns upon 
the bank, and diminiſhes the ne of their ſecurities, but never 
that of their coin. . | 

From this we may conclude, that the circulation of a country 
can only abſorb a determinate quantity of money (coin and paper); 
and that the leſs uſe they make of coin, the more uſe they will 
make of paper, and vice verſa. | 

We may alſo conclude, that when trade and alienation increaſe, 
ceteris paribus, ſo will money ; that is, more ſolid property will be 
melted down; and when trade and alienation diminiſh, ceteris pa- 
ribus, ſo will money; that is, ſome of the ſolid property formerly 
melted down, will conſolidate, as we have called it. 

Theſe viciſſitudes in the maſs of circulation are not peculiar to 
paper currency. In countries where nothing circulates but the 
metals, the caſe is the ſame ; only the operation is more aukward 
and expenſive. When coin becomes ſcarce there, it is hardly poſ- 
ſible, in remote provinces, to ſind any credit at all: and in the 
center of circulation, the uſe of it (intereſt) muſt riſe very conſi- 
derably, and ſtand high for ſome time, before even intelligent mer- 
chants, will import bullion to the mint; which is the only bank 
they have to fit it for circulation. When the metal is coined, then 
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men of property are enabled to borrow, or.to-fell their lands. On 
the other hand, when a favourable balance pours in a fuperſſuity f 
coin, and at the ſame time cuts off the demands of trade for ſend- 
ing it abroad, it frequently falls into coffers ; where it becomes as. 
uſeleſs as if it were in the mine; and this clumſy circulation, as 
I may call it, prevents it from. coming into the hands of aſe 
who would have oceaſion for it, did they but know where to come. 
at it. Paper, on the other hand, when banks. and trade are well. 
eſtabliſhed, is always to be found. Thus, in an inftant, paper- 
money either creates or extinguiſhes an intereſt equal to its value, 
in favour of the poſſeſſor. No part of it lies dead, not for a day, 
when employed in trade: it is not ſo of coin. 
We muſt now ſuppoſe a bank eſtabliſhed in a country which, 
owes a balance to other nations. 5 
In this caſe, the bank muſt poſſeſs, or be able to command,” a 
ſum of coin or bills equal to (B) and (D); (B) for 5 5 and. 
(D) for foreign circulation. | | 
Thoſe who owe this balance (O), and who are fappoſed to have 
value for it, in the currency of the country, in order to pay it, 
muſt either exhauſt a part of (B), by ſending it away, or they muſt 
carry a part of (C) to the bank, to be paid for in coin. If chey pick 
up a part of (B) in the country, then the coin in circulation, being 
diminiſhed below its proportion, the poſſeſſors of (O). will come 
upon the bank for a ſupply, in order to make up (B to its former 
ſtandard. Banks complain without reaſon. If they carry part of | 
(C) tobe changed at the bank, for the payment of (D), they there- 
by diminith the quantity of (C); conſequently there will be a de-, 
mand upon the bank for more notes, to. ſupport domeſtic circu- 
lation; becauſe thoſe which have been paid in coin are returned. 
to the bank, and have diminiſhed the maſs of (C); which there- 
fore muſt be replaced by a new melting down of ſolid property. 
Now I muſt here obſerve, that this recruit, iſſued to fill up (c) 
to dhe level, is an addition made to the maſs of ſecurities formerly 
lodged with the bank; and repreſents, not improperly, that Paik | 
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of 'the landed Property of a country which the bank muſt diſpoſe 
of to foreigners, in order eee coin or bills 
neceſſary for anſwering the demand of (D). | 

When notes, therefore, are carried to the bank for payment of 
debts due to the bank, they then diminiſh the maſs of ſolid pro- 

perty melted down in the ſecurities lodged in the bank: but when 
notes are carried to tlie bank, to be converted into coin or bills, for 
foreign exportation, they do not diminiſh the maſs of che fecuri- 
ties: on the contrary, the conſequence is, to pave the way for the 
augmentation of them ; becauſe 1 ſuppoſe that che notes, ſo given 
in to the bank, and taken out of the circle, are to be replaced by 
the bank to domeſtic circulation, to which they belonged; and 
the bank muſt be at the expence of turning the value of theſe 
additional ſecurities granted for them into coin or foreign bills. 

15 not this quite conſiſtent with reaſon, fact, and common ſenſe? 
If a country contracts debts to foreigners, is it not juſt the ſame: 
caſe as when one man contracts a debt to another in the ſame ſo- 
ciety? Muft not the ultimate conſequence of this debt be, that 
it muſt be paid, either with the coin, with the moveables, or with 
the ſolid property of the debtor, transferred to the creditor, in lieu 
of the money owing ? 

When a nation can pay with its coin, or with its effects, (that is 
to ſay, with its product and manufactures) the operation is cafily 
and mechanically performed by the means of trade: when theſe 
objects are not ſufficient ; or when land, or an annual and perpe- 
tual income out of it, muſt make up the deficiency; then more: 
{kill and expence is required; and this expence falling upon banks, 
makes their trade lefs lucrative than in times when commerce 
ſands at par, or is bringing in a balance. 

Were trade to run conſtantly againſt a country, the conſequence: 
would be, that the whole property of it would, by degrees, be 
transferred to foreigners, This the bank of St. George at Genoa 
has operated with regard to Corſica, as has been obſerved. But in. 
that caſe, banks never could negle& laying down a plan whereby 


7 to> 


274 AN INQUIRY-INTO THE "PRINCIPLES Boo IV. p. a. 


to avoid the loſs they caſually ſuſtain, when ſuch a rexolution 
comes ſuddenly or unexpectedly upon them. i: bn 
The method would be, to eſtabliſſi an annual ſubſeription abroad, 
for borrowing a ſum equivalent to the grand balance; the condition 
being to pay the ee, of the eee out on che revenue 
of the country. | F Erro g. evg 
If the ann offired be, iy ee is no for 2nd ſubſcribers 
vill. be found, while E is an ounce of gold and ſilver in Eu- 
ro > eolquonrty 
"The bank of e U an e ee of i nature, in 
what they call their circulation; Which is a premium granted to 
certain perſons, upon an obligation to pay a certain ſum of. coin 
upon demand. This is done with a view.to anſwer upon preſſing 
occaſions. - But England being a proſperous trading nation, which 
ſeldom has any conſiderable grand balance againſt her, (except in 
time of war, when the public borrowings ſupply-in a great mea- 
ſure the deficiency, as ſhall be afterwards explained) this bank 
circulation is turned into a job; the ſubſcriptions being lucrative, 
are diſtributed among the proprietors themſelves, who make no 
proviſion for the demand; and were it again to come, (as has 
been the caſe) the ſubſcribers would, as formerly, make a call on 
the bank itſelf, by picking up their notes, and pay their 3 
tions with the bank's own coin. = 
Jo obviate this inconvenience, which was fortadly felt i in 8 
year 1745, the bank of England ſhould have opened a ſubſcription 
in ſome foreign country; Holland, for example; where ſhe might 
have procured large quantities of foreign coin: ſuch a ſeaſonable 
ſupply would have proved a real augmentation of the metals; the 
ſupply they got from their own domeſtic ſubſcribers was only 
{iCtitious *. | 


But 


Alt this time there was another circumſtance, beſides the demand of a balance to 
be paid abroad, which diſtreſſed the bank, viz. a ſuſpicion which took place, that if 
the revellion had ſuccecded, the credit of th: bank would have totally failed, 
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But banks in profperous trading nations fit don with caſual 
and temporary inconveniencies; and exchangers carry on a profit- 
able trade, whether the nation be gaining or loſing all the while. 
For ſuch nations, and ſuch only, are banks advantageous. Were 
banks eſtabliſhed in Spain; Portugal, or any other country which 
pays a conſtant balance from the produce of their mines, they 
would only help on their ruin a little faſter. 

In the infancy of banking, and in countries where the true 
principles of the trade are not well underſtood, we find banks 
taking a general alarm, whenever à wrong balance of trade occa- 
ſions a run upon them. This terror drives them to expedients for 
ſupporting their credit, which we are now to examine, and whicli 
we ſhall find to have a quite contrary tendency. | 

The better to explain this combination, we muſt recall to mind, 
that the payment of the grand balance irr coin or bills is unavoid- 
able to banks. We have ſaid that tlris balance is commonly paid 
by exchangers, who pick up the coin in circulation; a thing the 
bank cannot prevent. This we have called exhauſting a part of 
(B): the conſequence of this is, to make the proprietors of (C) 
come upon the bank, and demand coin for filling up (B): to this 
the bank muſt alſo agree. But by theſe operations (C) comes to 
be diminiſhed, below the level neceſſary for carrying on trade, in- 
duſtry, and alienation : upon which I have ſaid there commonly 
comes an application to the bank to give more credit, in order to 
ſupport domeſtic circulation, which if complied with, more folid 
property 1s conſequently melted down. 

This ſwells the maſs of ſecurities, and raiſes (A) to its former 
level. But here the bank has an option to refuſe more credit : in . 


This very caſe points out the great advantage of banks upon mortgage of private 
credit. 


We have ſaid, that the credit of ſuch banks ought to be eſtabliſhed upon the prin- 
ciples of private ſecurities. only. If their notes be iſſued upon ſolid property, then no 
rebellion can irfluence them: but of this more hereafter, 
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the former operations it had none. Now if the bank, from a ter- 
rar of being drained of coin, ſhould refuſe to iflue notes upon 


new credits, for the demands of domeſtic circulation; in this cafe, 
I fay, they fail in their duty to the nation, as banks, and hurt 


their own, intereſt, As to their duty to the nation, I ſhall not inſiſt 
upon it; but I think I can demonſtrate that they fail in point of 
combination, with reſpect to their own intereſt, and that is enough. 

I ſay, then, that as long as there is one ſingle note in circula- 
tion, and any part of a grand balance owing, that note will come 
upon the bank for payment, without a poſſibility of its avoiding 


the demand. Refuſing therefore credit, while any notes remain 
in che hands of the public, is refuſing an intereſt which may help 


to make up the paſt loſſes: but of this more hereafter. 

In the next place, I think I have demonſtrated, that fo ſoon as 
the grand balance is paid, it is impoſſible that any more demands for 
coin can come upon the bank for exportation. . Why then ſhould 
a bank do ſo ſignal a prejudice to their country, as to refuſe to lend 


them paper, which the ready-money demands of the country 


muſt ſuſpend in circulation? And why do this at fo: great a loſs 
to theraſclves? It has been ſaid above, and I think with juſtice, 
that this recruit, iſſued to fill up circulation, adds to the maſs of 
bank ſecurities, and very properly repreſents that part of the in- 
come of the ſolid property of che country, which che bank muſt 
diſpoſe of to foreigners, in order to procure from them the coin 
or bills neceſſary for anſwering the demand of payment of a n 


| balance. 


In this light K e can [appear 3 more imprudent, than to re- 
fuſe credit. q1 q 

A bank is forced to pay to abs laſt farthing of this balance; by 
paying it, the notes that were neceffary for circulation are re- 
turned to them; and they refuſe to replace them, for fear that 
their ſupplying circulation ſhould create a new balance againſt 
them! This is voluntarily taking on themſclves all "ae loſs af 
ns n and rejecting: the W | | 


Such 
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Such management can only be prudent when the circulating 
notes of a bank are very few, and when the balance is very great. 
In that cafe, indeed, were the thing poſlible, it might be prudent 
to give over banking for a while, till matters took a favourable 
turn. But if we ſuppoſe their notes to exceed the balance due, 
then all the hurt which can be done is done already; and the more 
notes are iſſued, and the more credit is given, ſo much the better; 
becauſe the intereſt upon all that is iſſued above the balance, 
muſt be clear profit to the bank. 

To bring what has been ſaid within a narrower compaſs, and to 
A0 it under our eye at once, let us call the domeſtic circulatisn of 

2 country, where a bank is eſtabliſhed, (A). 

Ihe ſpecie itſelf, to carry it on, (B). 

The balances to other nations, (D). 

The bank muſt have a command of credit and coin equal to tiie 
ſum of (B) and (D). If they have the value of (D) in any foreign 
place, where a general circulation of exchange is carried on; then 
they have only occaſion for (B) at noe, and can furniſh bills to 
the amount of (D). 

If (D), in conſequence of bills drawn, mall come to be exhauſt- 
ed, the bank muſt replace it again, by new contracts, to ſtrangers. 

But as ſoon as (D) is paid, either in coin or in bills, then what- 
ever coin is drawn from the bank, and ſent away by private people, 
(exchangers, &c.) muſt form a balance due to the country; which 
balance will render exchange favourable, and will occaſion a loſs 
to thoſe who ſent away the coin. In this caſe, the more credit the 
bank gives, ſo much more will their profits increaſe. 

To conclude : Let banks never complain of thoſe who demand 
coin of them, except in the cafe when it is demanded in order to 
be melted down, or for domeſtic circulation, which may as well 
be carried on with paper. | 

And ſo ſoon as a demand for coin to pay a forei gn balance be- 
Zins, it is then both the duty and intereſt of all good citizens to 
be as aſſiſtant as poſſible to banks, by contenting themſelves with 
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paper for their own occaſions, and by throwing into the bank all 
the coin which caſually falls into their hands. As to duty, 'I ſhall 
offer no argument to enforce it. But I ſay it becomes a national 
concern to aſſiſt the bank; becauſe the loſs incurred by the bank in 
procuring coin, falls ultimately on every individual, by raiſing ex- 
change; conſequently, prices, by raiſing the intereſt of money to 
be borrowed ; and laſt of all, by conſtituting a perpetual intereſt to 
be paid to foreigners, out of the revenue of the ſolid property of 
the country. Upon ſuch occaſions, a good citizen ought to'bluſh 
at pulling out a purſe, when his own intereſt, and that of his 
country, ſhould make 7725 ſatisfied with a pocket book. . 
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Continnation if the ſame Subject; and f the Priveipls "_ 
which Banks is a to, borrow Abroad, and give credit at Home. 


1* every 1 relative to this ſubject, we muſt return to \prin- | 
ciples. This is the only ſure method of avoiding error. The 
intelligent reader, therefore, muſt excuſe ſhort repetitions, and 
conſider them as a ſacrifice he is making, to thoſe of flower capa- 
dane to whom they are uſeful. _ 

The principle of banking upon mortgage, is to lend and give 
ne to thoſe who have property, and a deſire to melt i it down. 
This is calculated for the benefit of trade, and for an encourage- 
ment to induſtry. If ſuch banks, therefore, borrow, it muft be 
done conſiſtently with the principles upon which their banking is 
founded. If the borrowing ſhould tend to deſtroy thoſe  adyantages 
which their lending had procured, then the operation 18 contrary 
to principles, and abuſive, So much for recapitulation. 5 


While 


4 
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While trade flouriſhes and brings! in a balance, banks never have 
occafion-to: borrow ; it is then they, lend and give credit, This, 1 
believe, we may take for grante. 

When the country where the, bank ; is eſtabliſhed begins to Owe a 
balances other nations, the bank, as we have ſeen in the laſt chap- 
ter, is obliged to pay it in coin, or in bills. We have there ſhewn, 
hat in ſuch caſes it is inconſiſtent with their principles and intereſt, 
to withhold lending and giving credit, ſo far as is neceſſary for 
keeping up the fund of circulation to that ſtandard which aliena- 
tion and ready money demands require. 

To refuſe credit, and at the ſame time to borrow at 1 muſt 
then, at firſt fight, appear to be doubly inconſiſtent. But in order 
to ſet this point in the cleareſt light I am. capable, I ſhall reaſon 
upon a ſuppoſition analogous to the ſituation of the Scotch banks, 
and by that means avoid abſtraction as much as I can. 

Let me then ſuppoſe that Scotland, during the laſt years of the 
war ended in 1763, and ever ſince (I write in 1764) from the un- 
avoidable diſtreſs of the times, was obliged, 1. to import conſider- 
able quantities of grain in ſome bad years; 2, to refund the Engliſh 
loans of money ſettled there in former times ; 3. to. furniſh ſome 
of the inhabitants with funds, which they thought fit to place in 
England; 4. to pay the amount of additional taxes impoſed during 
the war; while, at the ſame time, ſeveral of the ordinary reſources 
were withdrawn; ; ſuch os = a great part of the induſtrious inha- 
bitants who went to ſupply the flects and armies 2. the abſence 
of the ordinary contingent of troops; and 3. the cutting off ſeveral 

beneficial articles of commerce. Let me ſuppoſe, I ſay, that from 
a combination of theſe loſſes incurred, and advantages ſuſpended, 
Scaglagd has loſt annually, for eight years paſt, two hundred thou- 
ſand pounds. I am no competent judge of the exactneſs of this 
eſtimate, it is of no conſequence to the argument; but 1 think 1 5 
am far beyond the true computation. 
on the other hand, let me ſuppoſe, that the ſum of currency in 


paper, ſufficient (with the little coin there was) to circulate the 
Aa 2 | whole 
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whole, of the alienations in Scotland, (chat is 40 ſah, che whole: 
domeſtic circulation, ſuppoſing no balance to be wing to England 
or other countries) to be one million ſterling. *. a ay: 
am here below the, true eſtimate, but no Matter. b 101 19994 
ls it not evident, from, this ſuppoſition,, and Conn; ch; inane 
we have been deducing, that unleſs the banks of Scotland had 
alienated annually in favour of England, a fund for paying the in : 
tereſt of two hundred thouſand, pounds capital, and either brought 
down the coin, or given bills on London for the ſum of that capital 
every year; that the, million of Scots currency would have been 
diminiſhed in proportion to the deficiency; and would not the conſe- 
quence of that be, ceteris paribut, to bring the currency below the de- 
mand for it; and, conſequently, to hurt trade, induſtry, and alienation? 
Now ſuppoſing the banks, inſtead | of providing, in England, a 
fund equal to this grand balance, (as | have Aid they ſhould do) 
to remain in conſternation and inactivity, giving the whole of their 
attention to the providing coin. and bills to ſupply the demand of 
exchangers, whoſe buſineſs it is to. fend out this, annual balance; 
what will the, conſequence be? roamnboddty H oi Hr 0 
45 anſwer, that if tlie banks, in dich a caſe, do not follow the plan 
I have propoſed, the conſequence will be, that two hundred thou - 
ſand pounds of, their paper will be, the firſt year, taken out of the 
domeſtic circulatiog, of Scotland; will be carried to the bank, and 
coin, demanded for it. If the coin is found in the bank, it is well; 
it goes, away, and leaves the paper circulation of Scotland at 
800,000. This void mult occaſion applications to the bank for ers- 
dits to ſupply it, Is it not then the intereſt of the bank to ſupply 


Jr? We have ſaid in the former chapters that it is. But now let us 


ſuppoſe it objected, that if banks ſhould iſſue notes at ſuch a time, 

cheir caſh having been exhauſted, they would be obliged to ſtop alto- 

gether, upon a return of thoſe, notes iſſued upon additional credits. 

To this I repeat again, becauſe of the importance of the ſubject, 

that notes iſſued to ſupport tlie demand of circulation never can 

return upon the bank, ſo as to form a demand for coin; and if,” 
6 „nn 1 by war 
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they do return, it muſt be in order to extinguiſh the ſecurities 
granted by thoſe who have- credit in bank (I except always that 
regular demand for coin, at all times neceſſary for circulating the 
paper for domeſtic uſes) and if thoſe notes return of themſelves, 
without being called in, this phænomenon would be a proof that 
circulation is diminiſhing of itſelf: but ſuppoſing ſuch a caſe to 
happen, it is plain that ſuch return can produce no call for coin ; 
becauſe hen the notes return it is not for coin, but for acquitting 
an obligation or mortgage, as has been often repeated. 
Notes are paid in, I ſay, becauſe circulation has thrown therk 
ou New if circulation has thrown them out as ſuperfluous, it 
never can have GENIE _ coin in their Ready becauſe coin anſwers. 
the ſame purpoſe. a2 $5204 

But then it is urged Wut dey Wy Hit becauſe-circulation: 
has'thrown them out, but becauſe coin is wanted: be it ſo. Then 
we muſt ſay, that circulation is not diminiſhed, as we at firſt ſup- 
poſed; but that the return or another years balance, makes : a new. 
demand for coin neceſſary, . 
Now aſk, how the withholding this 200, 6607 front Gulleibm , 
after the firſt year's drain, can prevent the balance from returning? 
There are by the ſuppoſition ſtill 800, 00 J. of notes in the country 3 
will not exchangers get hold of two hundrect᷑ thiotifand our of this 
fund, as well as out” of the million? For he who owes, muſt pay, 
that is, muſt circnldte. It ib omy the circulation of the {Htufizibgs, 
of the rich, in ſhort by mg, that is to ſay, voluntary circulation, which” 
is ſtopped for want of currency: paying, tliat is, involuntary ci culation, 
never can be ſtopped ; debtors muſt lind money, as long as there is. 
any in the country, were they to give an acre for a ſhilling, or a. 
liouſe for half a crown.” Now thoſe who owe this foreign balance- 
are debtors; confequently, they muſt draw 200, 000 J. out of circu- 
lation, the ſecond' year as the firſt, whether the ſtandard million be 
filled up or not. The withholding, therefore, the credits demanded 
upon the ſirſt diminution, has not the Teafk effect in preventing the 
demand for coin the year following: it only diſtreſles the country 3 
raiſing exchange, and the intereſt of money, by rendring money 

ſcarce ;. 
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| ſeatee; and what is the moſt ab urd ef all, i deprises tue bank's? 
10, 00 l. a year Intereſt, at 5 per Cent. _ acabeol which it miy 
iſſue ane w. eee | 
Suppoſe: again, that a ſecond year 8 demand fora balance of 200 8000 
comes upon the bank: if the coin is out, as we may ſuppoſe that after 
ſuch a drain it will not be in great plenty, expedients muſt be fallen 
upon. In ſuch a caſe, if the bank does not at once fairly borrow 
at London (without any obligation to repay the capital) a ſum of 
200, ooo]. and pay for it a regular intereſt, according to the rate of 
money, with an obligation to pay, as government does, quarterly * p 
on the change of London, it will be involved in expedients'which 
will create a monſtrous circulation of coin in the bank, perhaps 
double of the ſum required, and all thoſe operations will land in the 
end (as to the bank) in paying the intereſt of this ſum out of the maſs 
of its ſecurities or ſtock, If the bank ſhould borrow this 200, ooo 7. 
in London, in the manner we have ſaid, the circulating fund of 
coin will be nowiſe diminiſhed ;' there will be no call extraordinary, 
no riſing of exchange; the bank will have this in its hands; and 17 
-it riſes, it is the bank, not the exchangers who will profit by it. 
But let us ſuppoſe that inſtead of this, it ſhould have recourſe to 
temporary credits upon which the capital is conſtantly demandable, 
or to other expedients ſtil leſs eſſectual for anſwering the call which 
is to come upon it for the ſecond year's balance: what will be the 
conſequence? To this I 'anſwer, that thoſe merchants, or others 
who owe the balance, will apply to exchangers for bills, for which 
they muſt pay a high exchange: theſe bills will be brought from 
the exchangers with notes, (taken out of circulation) and will re- 
duce: this to 600,000 J. the exchangers will carry theſe to the bank 
and demand coin. If the bank ſhould make uſe of an optional 
clauſe, to pay in ſix months, with intereſt at 5 per cent. the ex- 
changers will obtain ſix months credit at London, and in conſc- 
quence of that, their bills will be honoured and paid. This credit 
Although the intereſt or dividends on government ſecurities be paid every. half 
year only, yet by purchaſing partly in one fund, and partly in another; for inſtance, 


half in Old South Sea annuities, and half in New, purchaſers may have their intereſt 
paid quarte ly. 5 


coſts 
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coſts them money. which. i is added to the exchange: the heads, at 
the end of fix, months, pays in coin, which in the interval it muſt 
provide from London. It pays alſo fix months intereſt upon the 
paper formerly preſented by the. exchanger: add to the account, 
that bringing down the coin mult coſt the bank at leaſt 12 ſhillings 
per hundred pounds, and as much more to the exchanger who re- 
cCeives it in order to ſend it back again; and after all theſe intricate 
operations Which have coſt ſo much trouble, ill blood, ſtagnation 
and diminution of circulation, expence in exchange to the debtors 
of che balance, ſtreſs of credit upon exchangers for procuring ſo 
large, advances. with commiſſion, &c, expence to the bank in pro- 
viding coin, expence to the exchangers in returning it; after all, 
L fay, the operation lands in this: that 200,000 /. of notes, taken 
out of the circulation of Scotland, returns to the bank who mult 
have provided, at laſt, either coin, or credit at London for them. 
This return of 200, ooo J. of notes does not diminiſh the maſs of 
choſe obligations lodged in the bank, in virtue of which they are cre- 
ditors upon the proprietors of Scotland: conſequently, the bank has 
conſtituted itſelf debtor to England for thoſe funds which have been 
torn from it in the manner above deſcribed: conſequently, had it, by 
a permanent loan, conſtituted. itſelf voluntarily debtor to England 
from the beginning, it would have paid no more, nay leſs than it 
has been obliged to pay; circulation would not have loſt 200,000 J. 
and the bank would have had the intereſt of 200,000 /. added to its 
former ſecurities, which would compenſate {pro tanto at leaſt) the 
expence of borrowing that ſum in England upon a permanent funds 
lnitead of which it compenſates the intereſt of a temporary loan, 
with the ſame ſum of intereſt taken- out of the ſecurities in its 
hand. If, therefore, from an ill grounded fear of iſſuing as much. 
paper as is demanded, it ſhall withhold it, there reſults to itſelf a 
loſs equal to the intereſt of hat it refuſes to lend; that is to ſay, 
there is a /ucrum ceſſiius to the bank of the intereſt of this 200,000 J. 

at 5 per cent. or at 10,0004, a year; which other banking companies 


will fill up, 1 ITY extend their circulation. | 
| "of; 
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If, beſides refuſing credits, it ſhould call in any part of thoſe 
already given, it ſtill diminiſhes circulation: but then by that ope- 


ration it diminiſhes the maſs of its ſecurities, and fo diminiſhes 


the ſum of the'intereſt annually paid toitſetf. If it goes farther and 


borrows money at home, ſuch loans will be made in its own paper, 


which will diminith farther the maſs of circulation; and if it goes 
on recalling the credits and mortgages, it will ſoon draw every bit of 
its paper out of circulation, and remain creditor upon Scotland only 


for the balance it has paid to England on her account. Such are 
the conſequences, when a bank which lends upon private ſecurity 


withholds credit, at a time when a national balance is due, and 
when applications are made to it for new credits, to fill up the void 
of circulation occaſioned by the operations uſed for the payment of 


the balance: ſuch alſo are the additional fatal conſequences, when 
to this it adds fo inconſiſtent an operation as that of borrowing i in 
its own notes, or recalling the credits it had formerly given. 


By the firſt ſtep it only appears paſſive in allowing natural cauſes 

to deſtroy both the bank and the nation, as I.think has been proved. 
By the ſecond, it is active in deſtroying both itſelf and the 
country. 
What benefit can ever a bank which lends upon private RI 
reap by borrowing within the country of which it is the center of 
circulation ; nay, what benefit can it ever reap from withholding 
its notes from thoſe who can give good ſecurity for them 

Every penny it borrows, or calls in, circumſcribes its own profits, 
while it diſtreſſes the country. After all the combinations I have 
been able to make, I can diſcover but one motive which (through 


a falſe light) may engage a bank to this Nep, to wit, en oF - 
other banks. 


As this ſpeculation 1s deſigned to illuſtrate the . of 
circulation, from circumſtances relative to the preſent ſtate of the 


Scotch banks, let us call things by their names. 


The banks of Edinburgh reſemble, more than any other in 1 


Und, a national bank. Let me then auproſe all that can be ſup- 


Poſed, 
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poſed;, viz. that the abundance of t their paper has given occaſion 
to leſſer banks to pick up, from them; eyery chilling of coin which 
 - theſe. leſſer banks have ever had; and that theſe have had the 
addreſs; alſo to throw the whole, load of che balance upon thoſe 
of Edinburgh.; let this be, ſuppoſed, more cannot, and let us 


allow farther, that this muſt ever continue to be the cafe. In theſe 
(circumſtances, what motive can the banks of Edinburgh have for 


withholding cr edit from thoſe who are able to give ſecurity ? What 
'motive can they have for borrowing up their own notes 
lndeed I can account for this plan of management in no other 


way than by ſuppoſing, that diſguſted at the long continuance of 


an unfavourable balance of, trade againſt their country, and vexed 
to ſind the whole load of it thrown upon themſelves, they have 
taken the reſolution to abandon. the trade, and are taking this me- 
thod of recalling their paper. altogether... 3 
Let me ſuppoſe the contrary, and I ſhall not be able rc to diſcover 
how it is poſlible that ſuch a conduct can turn to their own advan- 
tage, throwing out all conſideration of the public good, Which 
for ſome time, no doubt, muſt be greatly hurt by it. 

As long as any conſiderable quantity of their notes is in circula- 
tion, and that the principal exchangers reſide at Edinburgh, they 
never can avoid the loſs of paying the balance ; ; and by refuſing 


to fill up the void occaſioned by the return of their notes, they deliver 
the whole proſit of replacing them to the other banks, their rivals. 


Let me next eſtimate the loſſes they ſuſtain by furniſhing coin 

to the other banks, and for tlie payment of the balance; and then 
compare theſe with what they loſe by not keeping circulation full. 
. I ſhall ſuppoſe the balance to. coſt them two hundred thouſand | 
pounds per annum; and I ſhall ſuppoſe that all the leſler banks put 
together have occaſion for two hundred thouſand pounds: in their 
cheſts: Is not this en far above What. can poſſibly 1 be 
PEE: ? * 

Will it be r * es banks os Edinburgh willingly, ſub- 
mit to pay 3 the. * E exchange demanded on Lon- 
| »VOL. II. | don, 
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don, for this balance, they will have at leaſt the gt in. 
replacing that ſum to circulation? 
If they pay the balance of 200,020 J. a like ſum of their notes. 
muſt come in to them, without diminiſhing one ſtulling of the- 
intereſt paid upon the ſecurities lodged in their banks; conſe=, 
quently, the only loſs incurred 1s the difference between the intereſt, 
they receive, which is 5 per cent; and what it would coſt them to 
borrow a, like ſam in London, and to remit the. intereſt of that: 
ſum four times a year. | 
Now the value of a 4 per cent. is at preſent about: ads ſo in paying. 
205. per quarter on the change of London, the Edinburgh banks may 
have at London, a capital of 96 J. Let me call it only 941. ſup-. 
poſing their credit not to be quite ſo good as that of the funds. 
I think it as good to the full; and I am ſure it is ſo; At this rate, 
the 200,000 J. will coſt them an intereſt of 8510 J. inſtead of the 
lo, ooo I. which they will receive for the like ſum added to their for- 
mer ſecurities. Now I ſuppoſe that they have recourſe to exchangers 
to remit this intereſt, and that they pay for it 5 per cent. (which is 
an abſurd ſuppoſition, as they will have the exchange entirely in. 
their own hands) and that they give all the bills for the 209,000 J. 
at par, (alſo. a ridiculous ſuppoſition) the 5- per cent. on 8510.1, is 
. 425.1. 10s. which added to the intereſt, makes 8935 J. 10 5. ſo that 


after all, they will have upon the whole tranſaction 1064 J. 10 6. 
of profit. 
Next, as to the loſs erred in ram 200, ooo J. to tlie other 
banks: If this coin be demanded of them by thoſe banks, the de- 
manders muſt, for this purpoſe, draw 200,000 -/. of Edinburgh 
notes out of the circulation of Scotland; which I have. ſuppoſed 
may be replaced in ſome little time by the Edinburgh-banks ; con- 
ſequently, if this ſum alfo be borrowed at London, there will reſult 
upon this operation, as well as upon the laſt; a profit of 1064 J. 105. 
But then indeed they muſt be at the expence of bringing down the 
coin borrowed, at 12 s. per 100 l. becauſe thoſe banks will inſiſt 
upon having coin, and refuſe bills on London, This. will coſt 
| 1200 J. 
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1200 J. from which deduct the profit of 1064 J. 10 .. 1 by 
the firſt operation, remains of loſs upon this laſt tranſaction 1 35 /. 
105. no great ſum *. Does it not follow from this reaſoning, that 
the banks of Edinburgh will have the whole buſineſs of exchange 
in their own hands? What exchanger then will enter into compe- 
tition with them? The domeſtic tranſactions with the merchants 
and manufacturers of Scotland will be their only buſineſs. Far- 
ther, 

What prevents the banks a Edinburgh to have offices in every 
trading town in Scotland, where their notes may be regularly 
paid on preſentation, and new credits given as circulation de- 
mands them ? 

The only objection I can find to this on of banking, is the dif- 
ficulty of finding credit at London to borrow ſuch large ſums. 

This, I think, may alſo be removed, from the plain principles 
of credit. If the banks of Edinburgh enter into a fair coalition, 
as they ought to do, I think, in order to form really a national 
bank, totally independent of that of England; may they not open 
a ſubſcription at London, and cſtablith a regular fund of their 
own, as well as any other company, ſuch as the India, or South 
Sea? By borrowing in the beginning at a ſmall advance of intereſt 
above the funds, and paying as regularly as government does, will 
not all thoſe who make a trade of buying and felling ſtock fill 
their loan, rather than inveſt it in any other carrying a leſs in- 
tereſt? And if the whole land ſecurities, and flocks. of thoſe 


Ne are not to ſuppoſe that this yearly balance of 200,000 /. is always to conti- 
nue. We have ſeen how it has been occaſioned by a courſe of unfavourable circum - 
ſtances, which have run Scotland in debt; we have ſceen how the binks may interpoſe 
their credit, in orcer to aſſiſt the country in paying it; and we ſhall lee, betore we dif- 
miſs this ſubject, how they will be enabled to repay it, and fer Scotland free, by a re- 
turn of a favourable balance upon their commerce. Let it then be remembred, that 
all ehoſe contractions in England are properly the debts of Scotland, not of the banks. 
Scotland, therefore, and not the banks, muſt be at all the expence thereby incurred. 


1 heſe points ſhall be explained as we go along. 
Bb 2 banks 
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banks at Edinburgh be pledged for this loan, will it not ſtand on 
as good x bottom as any fund upon earth ? And can it be doubted 
but parliament will encourage ſuch a ſcheme, upon laying the af- 
fairs of Scotland and the banks properly before them ? ry 
By this means they will really become a national bank : ba 
England ſeems at preſent to be to Scotland, what all the reſt of the 
world is to England. Now, the bank of England has no ſuch fund 
of credit on the continent, that I know ; and were that country to 
fall into as great diſtreſs, by a heavy balance, as Scotland has been, 
ſhe would find as many difficulties in extricating herſelf by do- 
meſtic borrowings, bank circulation, &c. as Scotland has found by 
the like domeſtic expedients. She would then be obliged, for her re- 
lief, to have recourſe to a fund opened in Holland, Spain, or Por- 
tugal, like to what I propoſe for Scotland with reſpect to England, 
I have heard it alledged, that the whole diſtreſs occaſioned to the 
banks and circulation of Scotland, was occaſioned by a falſe ſtep 
taken by them, ſome years ago; at the time when the lowneſs of 
the Engliſh funds, and a proſpect of a peace, occaſioned great re- 
mittances from Scotland, and a withdrawing of the large capital 
of, perhaps, 500,000 /. owing in Scotland to Engliſh perſons of 
property. 
At that time, it is mid. the banks imprudently launched out in 
giving extenfive credits to the debtors of thoſe capitals, and to 
thoſe who wanted to remit the funds they had ſecured in the hands of 
people who could not pay them; that this threw a load of paper 
into circulation, which it could not ſuſpend, being far beyond the 
extent of it; and that, conſequently, the paper came back upon the 
bank, produced a run for coin, which ſoon exhauſted, in a manner, 
all that was in Scotland; and that the country has never been able 
to recover itſelf ſince. | | 
This repreſentation is plauſible, and has an air of being founded 
on principles: in order therefore to ſerve as a further illuſtration 
of the ſubject᷑ of circulation, I ſhall point out where the Oey 


lies. 
| 4 1 
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Is is ſaid the banks did wrong in giving thoſe credits. I ſay, they 
did right; but they did wrong in not providing agains the con- 


ſequences. 
Had they refuſed the ——_ the Engliſh and other creditors 


would have fallen directly upon their debtors, and obliged them 
to pay, by a fale of their lands, at an under value; which, I 
think, would have been an infinite loſs to Scotland. In this way 
the price would have been paid in bank paper, taken out of cir- 
culation ; for we have ſaid, that he who owes muſt pay, be the conſe- 
quence what it will. This paper would have come upon the banks 
at any rate; and being a balance due to ſtrangers, muſt have been 
paid by the banks. The banks therefore did right to ſupply the 
credits demanded ; but then they might have foreſeen that the 
whole load of paying thoſe debts would fall upon them ; which 
they being in no capacity to do, ſhould have immediately pledged 
in England, the intereſt of the credits they had given out, after 
ſupplying the want of Scots circulation, and when the notes came 
in, they would have had at London the capital of that intereſt 
prepared for paying them off, and no inconvenience would have 
been found. 

The only thing then the W ſeem to have misjudged, was the 
granting thoſe credits too haſtily, and to people who perhaps 
would not have inveſted their funds in England, had it not been 
from their facility in giving credit. 

Banks therefore ſhould well examine the ſtate of circulation, and 
of the grand balance, in difficult times, before they give credit. 
If circulation be full, they may, with juſtice, ſuſpect that the 
credits are demanded with a view of expediency, to tranſport pro- 
perty out of the country, which otherwiſe might have remained. 
But in favour of circulation, or in favour of what might be exacted 
by foreign creditors, banks never can misjudge in giving credit; 
| becauſe, if they ſhould refuſe to do it, they in the firſt place incur 
a loſs themſelves ; and in the ſecond place, they diminiſh the fund 


of circulation, and thereby hurt the country. Now when, at 
ſuch 
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ſuch times, a credit is aſked or given, that demand is a warning 
to'banks to prepare; and by 0 they are ready, and no loſs 
is incurred. 

Upon the whole, it is an unſpeakable advantage to a nation to 
have her foreign debts paid by her bank, rather than to remain 
expoſed to the demands of private foreign creditors; becauſe, 
when a bank pays them, I ſappoſe her to do it upon a loan in the 
funding way, where the capital is not demandable by the creditor; 
whereas when private citizens are debtors to ſtrangers, the capi- 
tals are always demandable; and when a call comes ſuddenly and 

unexpectedly, the country is diſtreſſed. What would become of 
Great Britain, if all her debts to ſtrangers were demandable at any 
time? It is the individuals who owe, in effect, all that is due to 
foreigners; becauſe they pay the intereſt: but they pay this in- 
tereſt to the public; and the public appears as the debtor to all 


firangers, who have no right to exact the capital, —_ the 
ſtate may ſet itſelf free whenever it is convenient. 


I have ſaid above, that after all the combinations I had been ible 
to form, I could diſcover but one motive to induce a bank to with- 
Hold credit at a time when it was demanded for the uſe of domeſtic 
circulation, viz. jealouſy of other banks. What my combinations 
could not then diſcover, my inquiries have ſince unfolded. 

It is ſaid, that the banks finding ſo great a propenſity in the in- 
. habitants of Scotland to conſume foreign manufactures and pro- 
1 duce, fell upon this expediency of calling in the old, and of refuſing 


new credits, an order to cut off ſuch nn of hurtful luxury 
and expence. 
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- Couid the execution of Good a plan prove a remedy againſt the 

vice complained of, this circumſtance alone would more clearly 

demonſtrate the utility of banks upon mortgage, than all I have 
been able to ſay in favour of that eſtabliſhment. 
Let us therefore have recourſe to our principles, in order to dit. 
cover what influence a bank can have in this particular. 
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We-have diſtinguiſhed between neceſſary and voluntary circulation : 

| the neceſſary has the payment of debts; the voluntary has buying for its 
object: 

We have ſaid: that he: who owes is either a bankrupt, or - muſt pay, 
as long as there is a ſhilling in the country. 

But he who buys, or inclines to buy, , have money, or he can 
buy nothing ; for if he buys on credit, he then falls immediately 
into the former category, and muft pay. 5 | ad 

By withholding money for the uſes of circulation, which banks. 1 
may do for ſome time, buying may be ſtopped; paying never can.. 

Now if the maſs of money in circulation is brought ſo low, that 
the higher claſles of the: people, who conſume foreign pro- 
ductions, cannot find money to buy with, what are we to. ſuppoſe - 
will be the caſe with manufacturers, and with the merchants who 
buy up their work: Could this operation. of the bank affect the 
higher claſſes only, by curbing their anti-patriot. expences, without 
affecting the lower claſſes, by curbing their induſtry, I ſhould think 

it an admirable diſcovery. If it even could be made to affect thoſe 
merchants and ſhop-keepers only, who deal in foreign commodi- 
ties, ſo as to diſcourage them from carrying on that buſineſs, there 
would reſult from it a notable advantage. 

But alas! wherein are they hurt? They trade in ſuch commo- 
dities, not becauſe they are bad citizens, but becauſe they are free- 
men, and ſeek profit wherever the laws permit. 

Perhaps, they find more difficulty than other people in forcing 
coin from the bank, as matters ſtand: perhaps, they are loaded with 
opprobrious appellations for extorting ſuch payments from the 
bank: perhaps, their credits with the bank are recalled. But muſt 

not thoſe who buy from them, pay them? And mult not the bank 
give coin, or bills, for the notes they receive, when preſented for 
payment? Why, therefore, throw difficulties in the way? All the 

world knows, that no human engine can prevent a merchant from 
laying all the expences of his trade upon the conſumer. Correct 
the taſte of the conſumers, and you may ſtop the trade: no 

75 1 other. 
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other reſtraint will be of any conſequence. ' But in order to correct 


the taſte of conſumers, do not deprive them abſolutely of money; 
becauſe tlie money the landlord receives, comes from the farmer, 


for the price of his grain, &c. | Would it be a good ſcheme for 
preventing ſoldiers from drinking brandy, to cut off their ſubſiſt- 
ence- money! Give a drunkard but a penny a day, it will go 
for liquor; and thoſe who are fond of foreign clothing, will take 
the price of it from their bellies, to put it on their backs. 

If this ſcheme of the bank's withholding credit, proves, at pre- 


| ſent, any check to thoſe dealers in Engliſh goods, it will be but 


for a very ſhort time. They have been taken by ſurprize; and, 
perhaps, thrown into inconveniencies from an unexpected change 
of bank management; but as long as there is a demand for fuch 
commodities, there will be a ſupply ; and when RY they 


muſt pay. No operation of a bank can prevent this. 


I muſt, therefore, according to principles, diſapprove. of this 
public ſpirited attempt in the banks of Edinburgh; becauſe, if it 
ſhould ſucceed, it will have the effect of ruining all the trade and 
induſtry of Scotland, in order to prevent the ſale of Engliſh: goods : 
and if it does not ſucceed, which is more than probable, from the 
aſſiduity of other banks in ſupplying credit, it will have che effect 


of ruining the banks of Edinburgh themſelves. + 


This ſtep, of calling in the bank credits, and opening a fubſeripeion 
for a loan, 1s repreſented by others in a light ſomewhat different. 

By theſe it is alledged, that in the beginning of the year 1762, 
when the Edinburgh banks withdrew g of all their cath accompts, 
and opened a ſubſcription for borrowing- in their own notes, at an 
intereſt of 4, and even 5 per cent. the demand for money, to ſend 
ro England, was not occaſioned by the great balance owing by 
land, but to the high premium money then bore at London ; 


cauſe, ſays the author of a letter to cet F. K _ Efq; publiie 


at that time, | 
This demand ariſes en Fe on eavyingy money 0 1 

* don, as a commodity,. and not as a balance of trade.“ 
ie 
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It is not eaſy to comprehend how there could be much profit 
in carrying money to London at 3 per cent. loſs by exchange, from 
Scotland, where it bore 5 per cent. intereſt. 
. It is true, that at certain times, there were confiderable profits. 
: made upon ftock-jobbing ; by which ſome won, and others were 
ruined. I agree, that the country was greatly hurt by the folly 
of thoſe who played away. their own property, and by the roguery 
of others, who borrowed that of their neighbours, with an inten- 
tion of gaming at their riſk. But is this a vice which any bank can 
correct, while it has a note in circulation? 
If, therefore, it was a ſentiment of patriotiſm which moved i 
banks to ſuch a plan of conduct, I ſay they thereby did more hurt 
to induſtry, by contracting circulation, than good to Scotland, by 
attempting a thing which was beyond their power to accompliſh; 
If they were moved to it by a principle of ſelf preſervation, I ſay 
they loſt their aim, by cutting off their own profits, which would 
have done much more than indemnify them for the loſs of borrow- 
ing at London, at the time when money there was hardeſt to be 
got: for whatever exorbitant expence of exchange gameſters may 
incur, to procure ready money to play with, the rate of the 
ſtocks at that time never was ſo low, as to aſſord a proſit upon mo- 
ney remitted at 3 per cent. loſs by exchange, while that money was 
bearing 5 per cent. intereſt at home. | 
The loweſt rate of ſtocks was in January 1762. Towards the end | 
of that month 3 per cents. fell to 63:: this makes the value of mo- 
ney to be about 4/. 125. per cent. In theſe funds, certainly, no 
body could inveſt, with profit, money ſent from Scotland, — _ 
After the new ſubſcription had been open for ſome time, ſcrip 
indeed, or 4 per cent. fell in this month ſo low as 747, that is, mo- 
ney roſe to 5.4 per cent. whereas had ſcrip ſtood at the proportion of 
the z per cents, it ſhould have been worth about 84: but at the be- 
ginning of a war with Spain, when the minds of men were de- 
preſſed, and filled with apprehenſions, and when a new loan was 
perhaps expected at a higher intereſt than ever government had 
VOL. IE C C | given, 


194 AN INQUIRY INTO THE PRINCIPLES Boox TV. P. . 
given, was it natural for people to be fond of inveſting in a 4 per 


cent. ſock, which was to fall to 3 per cent. in a few years? 


Beſides, let us examine the profit to be made by inveſting even in 
that fund. 1007. produced in Scotland 51: intereſt, that capital 
remitted to London at 3 per cent. exchange, was reduced to 95 I.: now: 
if 74.5 J. produced 41. the produce of 977. would be about 5 I. 47. 
Would any man for the ſake of + per cent. advance of intefeſt on 
money remitted, ever think of ſending large ſuttis t6 eden to be 
inveſted in a falling ſtock? _ MIT COT 

I allow that, upon opening ſubſcriptions; delt rollt das Wine 
times made by thoſe who contracted with government, and who 
received the ſubſcriptions at prime coſt. But this profit depended 
entirely upon the ſubſequent riſe of the ſubſcription, ei the 
original fubſcribers brought it firſt to market; as alſo from tlie 
ſmall ſums they had advanced: this operation was over before the 
end of January 1762. The ſmalneſs of the ſum advanced, upon 
which the profit was made, and the miniſterial intereſt which was 
neceſſary to obtain a ſhare in thoſe ſubſcriptions, rendred it ex- 
tremely difficult for people in Scotland to ſhare in the profit by re- 
mitting large ſums in the proper point of time. 

Farther, might not the banks, in the ſhort period duittrig which 
ſuch large profits were made, had they had the exchange in their 
hands, have raiſed it ſo high as to fruſtrate the attempts of our Scots 
gameſters? If it be ſaid, that exchangers would Have diſappointed 
them, by giving it lower; I anſwer in the negative: becauſe to that 
ſet of men exchange will rife, of itfelf, in proportion to the value of 
money in the place to which people incline to remit it. And could monty at 
any time bring in, at London,' 2o per cent. intereſt, ene UPON 

that place would riſe univerſally in proportion. 

The only motive, not already mentioned, for ſending money to 
London at this time, under ſo great difadvantages, was the proſpect of 
a great rife upon the ſtocks, in the event of a peace. Upon Which I 
obſerve, that the value of that probability was included in the then 
price of ſtock; and had the probability of a peace, in Jantiary 1762, 


been | 
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been great, locks would have riſen in proportion: he, therefore, who 
veſted his money in ſtock, by remitting from Scotland at that time, 
upon an expectation peculiar to himſelf, I conſider as a gameſter, 
and as an ignorant gameſter too; becauſe he was giving odds upon 
an equal bett. This every man does, who, without any proſpeck 
of a proſit peculiar to himſelf, pays a high exchange to bring mo- 
ney. to a market, where he oy at the ſame price with thoſe who 
pay ng exchange at all. 
From theſe conſiderations, I am 1 led to differ from the ingenious 
author of the letter to J. F. Eſq; who ſays, © That in the preſent 
s caſe” (the circumſtances operating in January 1762,) © the de- 
'« mand” (for money to remit to London) © 1s unlimited, and no 
« proviſion the banks can make can be of uſe; on the contrary, 
e could they find a treaſure, ſuppoſe of a million, it would only 
4 ſerve to increaſe it; becauſe this demand ariſes on a profit on car- 
« rying money to London as a commodity, and not as the balance 
. Of ns 


CHAP. XIV. 
ff ue Clauſes contained i in Bank Wotes. 


8 we are examining the principles upon which banks of cir- 

culation upon mortgage, which iſſue notes payable in coin, 
are eſtabliſhed i in Scotland, it is proper to take notice of every cir- 
cumſtance which may ariſe from the extenſive combination of the 
intereſts of trade and circulation, eſpecially when we ſind ſuch cir- 
cumſtances influencing the political welfare of ſociety. 

An optional clauſe in a bank note is added to prevent a ſudden 
run upon banks, at a time when more coin may be demanded of 
them than "ny are in a capacity to pay. 

| CC | Banks 
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Banks not regulated by ſtatute, are private conventions, in 
which the parties may include what conditions they think fit. 
Banks, therefore, may inſert in their notes, the conditions they 
judge moſt for their own advantage. Thus, they may either pro- 
miſe peremptory payment in coin upon demand, or they may put 
in an alternative, that in caſe they do not chooſe to pay in coin, they 
may pay in bills, or in transfer of their ſtock, or in other circulating 
paper not their own; or they may ſtipulate a certain ſpace of time 
after the demand, with intereſt during the delay. All theſe alter- 
natives are inſerted, in order to avoid the inconvenience of running 
ſhort of coin, and of being obliged to ſtop payment altogether. 
Wee have ſaid above, that the profits of banks conſiſt in their en- 
joying the fame intereſt for the notes they lend, as if the loan had 
been made in gold or filver. This is a very great object, no doubt; 
but the policy of nations has eſtabliſhed it, and therefore v we ſhall 
fuppoſe it to be an uncontroverted principle. OO 


In which ever way, therefore, an optional clauſe is inſerted: it 
ſhould be ſuch as to cut off all profit from the bank, upon all paper 
- preſented for payment, from the time of preſentation ; and every 
artifice uſed to ſuſpend the liquidation of the paper, to the advan- 
tage of the bank, and prejudice of the bearer, ſhould be conſidered 
as unfair dealing in the bank, and prohibited by law. 

When the optional clauſe has no tendency to procure advantage No 
to the bank, in prejudice of the holder of the paper (except ſo far 
as the holder is thereby deprived of the uſe of coin, which on cer- 
| tain occaſions cannot be ſupplicd by the paper) it becomes the duty 
of a ſtateſman to examine how far it is expedient to ſuffer ſuch 
- ſtipulations to be inſerted, in a money which is calculated to carry 
on the mercantile intereſt of the nation. 

Banks, we have ſaid, are the ſervants of the public, and they are 
well paid for their ſervices. Although the notes iſſued by them 
are not commonly made a legal render in payment; yet the conſe- 
quence of a well eſtabliſhed bank, is to render them ſo eſſential to 

I | circulation, 
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circulation, that what 1s not a legal MN cyan becomes one, in lad, 
from the force of cuſtom. 
Let us therefore examine the advantages which reſult to banks 
from this optional clauſe, and the loſs which reſults to a nation 
from their uſe of it, and then compare the advantages with the in- 
eonveniencies, in order to determine whether or not it is expedient 
to permit ſuch obſtructions in the eirculation of paper. ; 
The advantages which banks reap is confined to that of gaining 
time, at the expence of paying intereſt. The intereſt paid by them is 
an aukward operation. They receive intereſt for the note; becauſe 
rhey have in their poſſeſſion the original ſecurity given for the notes 
when they were firſt iſſued; and they begin to refund this intereſt 
to the holder of the note from the time they make uſe of the optional 
_ clauſe. Could the banks, therefore, borrow coin in a moment, and 
pay no intereſt for the coin which they pay to the holder of the 
note, they would certainly never make uſe of this optional clauſe. 
But this coin is not to be found in a moment ; ; and the banks, to 
fave themſclves the trouble, and the expence of augmenting the 
fund of coin, or of procuring a fund out of another country, upon 
which they might draw for the payment of that national balance, 
which, by becoming banks, they tacitly engage to pay for the na- 
tion, render the credit of individuals precarious with ſtrangers, and 
raiſe a general diſtruſt of the whole ſociety which they ought to ſerve: 
Here then is a very great loſs reſulting to a nation from the eſta- 
dliſhment of banks. Were no bank eſtabliſhed, no merchant would 
contract a debt to ſtrangers, without foreſeeing the ready means of 
diſcharging it with the coin circulating in the country. In propor- 
tion as this coin came to diminiſh, ſo would foreign contractions. 
of debt diminiſh alſo. Thus credit, at leaſt, might be: kept up, 
although trade might be circumſcribed, and manufactures be diſ- 
couraged. Now when, in order to advance trade and encourage 
manufactures, a ſtateſman lends his hand towards the melting 
down of ſolid property, and countenances banks ſo far as to leave 
that operation to them, with the emolument of receiving intereſt 
| - | tor 
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For all their paper; and when, in order ta facilitate the: circulation 

of this paper, the very inhabitants coneur in throwing all their 
allow them to add an optional clauſe, which diſappoints che whole 
ſcheme, which ſtops trade, ruins manufactures, raiſes the intereſt 
of money, and renders the operation of melting down property 
quite ineffectual for the a Was aner rn 
Farther, . - 

The loſs a bank n be at, in n coin, 18 heals a 
eſtimation, let it be brought from ever ſo diſtant a country; becauſe 
we know-that the quantity to be provided, never can exceed the 
value of the grand balance. But who can eſtimate the loſs a nation 
ſuſtains, when an interruption is put to carrying on trade and ma- 
nufactures? When the induſtrious claſſes of inhabitants are forced 

to be idle for a ſhort time, the conſequences are hardly to be re- 
Paired: they ſtarve, they deſert; the ſpirit of induſtry is extin- 

guiſhed; in ſhort, all goes to ruin. 

Beſides, when banks do not lay down a well digeſted plan for 
paying regularly, and without complaining, this grand balauce due 
to ſtrangers, they are forced to have recourſe to expedients for pre» 
ſerving their credit, more burdenſome, perhaps, than what is re- 
quired of them; and nat near ſo en for nt the i ige 
veniences complained of. 

The expedients they fall upon to obtain credit, coin, and bills, 
are ſo various, and ſo complicated, Ant they alone are able to ex- 
plain them. | | 

sometimes we ſee them entring into . with private mer- 
chants and exchangers, (living among themſelves who engage - 
@ certain premium to furniſh coin as it is demanded. The con 
quence of this, is, to expoſe the bank to a new demand for coin, 
from the very contractors, in order to fulſil their engagements; an 
abuſe we have taken notice of n in n ealing of the a ee 
lation of — js | 


Let 
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Let us ſuppoſe that theſe-undertakers for eoin do really ſet out 
by doing in part what banks ſhould ;fe#elly do themſelves, that is, 
by bringing from another nation, the coin which they are to ſupply. 
What is the conſequence? The banks pay the undertaker for this 
coin in their own notes. Did they only engage to pay a certain 
intereſt for the coin ſo provided, then the end would be accom- - 
pliſhed, with the additional expence to chem of paying the under- 
taker for his expence, trouble, and profit. But if they, inſtead of 
paying intereſt for the coin ſo furniſhed, ſhall iſſue their notes for 
the full value of it, ſuch notes can never enter into domeſtic circu- - 
lation, ſo as to be ſuſpended in it as it were; becauſe it is not do- 
meſtic circulation which has demanded them: they muft then 
return upon the bank, either from the very hand who received 
them, or at leaſt, after a ſhort circulation; and thus draw out again 

the whole coin furniſhed by the undertaker. This produces a pro- 
digious circulation of coin, and induces people to imagine that 
either the grand balance is inexhauſtible, or that the premium upon 
money at London is very high, or that people can contrive à ficti- 
tious balance, as a means of WE BENE coin, ne che mam | 
has been actually paid*. 
This method of crovidtie coin 1s DIP dt ditiive; and opens 
a door to infinite abuſe. Thoſe who furnifthe coin to the bank, 
are either in the combination againſt the bank, and draw it out as 
faſt as they throw it in; or they are not in the combination: if they 
are in the combination, they proſit by it; if they are not, thiey are 
hurt by their contract, and other exchangers draw 1 the advanta; age 
but the bank i 1 equally a loſer in both caſes. | 11 
Let me ſuppoſe that they are not in the combination, and that 
they honeſly procure the coin at their own expence. tithes" are 


paid i in notes for the coin they furniſh, we muſt ſuppoſe that the, 
iner 


The directors of the an tend bees „ 
as little ſucceſs. I hey uſed, during the war, to buy vp, with thin aper the coin 
brought in by privateers ; and after they had been at this trouble, che notes they had 


given for it returned uf on them, and drew it out again, 7 
coin 
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ve ſuppoſe that the undertaker does not draw out the very coin he 


dlertaker with bills to fill up his credit, for the coin he had reccived 


ſent coin, to be ready to anſwer their draughts? Does this differ in 


into the method of providing them; to wit, fairly borrowing money 


holder of the note. But then he muſt facilitate to them the means 
which he has in his power, of providing themielves with the coin, 


coin they have procured, is not in conſequence of A loan, but of a 
credit given them in the place from which the coin is ſent: for 1 
never can ſuppoſe that any merchant will borrow coin upon a loan, 
and lie out of ſo large a capital while he has bank notes in his 
hand to pay up what he has received. If he has procured this coin 
upon credit, will not this, when it comes to be replaced, augment 
the grand balance againſt the nation in favour of the country or 
city which granted that credit! And muſt not that balance be paid 
by exchangers out of the coin received by the bank IE therefore, 


had juſt delivered into the bank, will not exchangers do it for him; ; 
will not they be ready with notes, as ſoon as the coin is lodged i in 
the bank, to draw it out, and ſend it off, in order to furniſh the un- 


from people reſiding in the place to which the exchangers have 


the leaſt from what is called drawing and redrawing, which is ſuf- 
ficient to ruin any man, and muſt not a like practice ruin a bank, 
by raiſing exchange to a monſtrous height? 
This being the caſe, the ſhorteſt and the beſt method of prevent- 
ing ſuch abuſes, is to oblige banks to pay upon demand, in coin or 
bills, at the option of the holder of the note. This will force them 


from nations to whom we owe, and paying a regular intereſt for it, 
without an obligation to refund the capital, until the grand balance 
ſhall rake a favourable turn ; in which caſe, the banks will regorge 
with coin drawn from ſtrangers, and theſe ſtrangers will then find 
as great an intereſt in being repaid, as the bank found in borrow- 
ing from tbem, while the balance was in their favour. - 

We have ſaid, that a ſtateſman ſhould oblige all public banks to 
pay regularly upon demand, in coin or bills, at the option of the 


or bills Gemanded. 


For 
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For that purpoſe, he muſt, firſt, provide them with a mint, for 
how; without a mint, can a bank convert into coin the metals it 
may provide from other countries? Next, he muſt put that mint 
under ſuch regulations as to cut off all profit from money-jobbers, 
who will be ready to draw coin out of the bank the moment they 
find the leaſt advantage in tampering with it. In order to prevent 
this abuſe, a reaſonable rate of coinage ſhould be impoſed, accord- 
ing to the principles laid down in the third book; and when banks 
have occaſion to pay a balance out of the nation's coin, a drawback. 
for part of the coinage ſhould be given them. This drawback will 
ſupport the value of the coin, and the loſs of the remainder will 
engage them to export bullion preferably to coin, when it is to be 
found: and if no drawback were given, the ne would be | 
totally loſt to the bank. 

When this deduction is given, the coin muſt be melted ho 
and ſtamped in bars at the mint; both in order to prevent frauds 
in the drawbacks, and to diſappoint ſtrangers who receive it at the 
price of bullion, from gaining the price of coinage when they return 
it back. And in the laſt place, all light coin ſhould be baniſhed out 
of circulation, and made to paſs by weight for bullion, at the cur- 

rent price of the market. All banks ſhould both receive and deliver 
coin by weight, when the ſums are ſo conſiderable as to require 
full bags of coin to pay them. It is not here neceſſary to repeat 
what has been ſaid upon this ſubject at ſo much length in another 

lace. 
x "The method of facilitating to banks the means of providing bills 
for the payment of foreign balances, is, ſecondly, to aſſiſt them in pro- 
curing loans beyond the diſtrict of their own circulation. If govern- 
ment ſhall he ſatisfied that the intention of demanding ſuch loans, 
is to enable the bank to interpoſe their credit in favour of the trade 
and induftry of thoſe who circulate their paper, and who have no 
way of paying ſuch balances, but with their.ſohd property; in that 
caſe, government will, undoubtedly, aſſiſt the bank in obtaining 
VOL. II. NEE > loans 
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loans for ſo national; a purpoſe, by deelaring the ſecurity upon 
which they deſire the loan to be ont nr ie eee 
to the ee gerade bennett of it. de rs od 


CHAP. XV. 


* 


* e Banks of Ci centatines and of hi cru with 
ane anather. 105 


W E have hitherto treated of the principles which influence 
national banks of circulation, we now come to examine 
 fome peculiarities attending banks of a ſubaltern nature, which 
for the moſt part truſt to the national bank for all ſupplies of coin ; 
and when this reſource fails them, they are thereby involved 
in difficulties which are not eaſily got the better of. Beſides this 
inconvenicnce, 'to which all ſubaltern banks are ſubject, my are 
frequently expoſed to competition with one another. 

A national bank enjoys ſuch great advantages from the ability 
of its credit, and the regularity of its operations, that it is not eaſy 

for any other private Wan s to een N upon the ſame 
ſolid ſyſtem. 

When any banking company is eſtabliſhed, which draws its ſup- 
port from a national bank, the facility of carrying on the buſineſs 
by ſo great an aſſiſtance, naturally engages other companies to imi- 
tate their example. From thence ariſes a competition. All ſuch 

banks begin to conſider the circulation of their own diſtrict as their 
undoubted property, and they look with. an eye of jealouſy BR. 
every note which does not carry their own mark. | 

The great point of their ambition is to gain credit with the na- 
tional bank ; and could they obtain of that company to receive their 

notes, 
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notes, or to give them eredit for their draughts, in caſes of neceſſity, 
chey would be at their eaſr; beexuſe the national bank would then 


be at the whole expence of providing coin and bills, and they would 


have nothing to think of, but to extend the ſphere of their own 
circulation. 

with reſpect to all cheſe ſubaltern ſocieties, the national bank 
will no doubt ſteer an equal courſe. I ſuppoſe every one to be 
ſettled upon good ſecurity without which they do not deſerve the 
name of banks. 

In proportion to their ſtocks, and according to the ſtate of the 
national balance, they may, as well as any private perſon, on many 
occaſions, draw conſiderable ſupplies of coin from the national 
bank, without lying under any obligation to it; becauſe When ex- 
change is low, they can realize any part of their ſtock. into coin, 


out of the national bank, at very little loſs, excepting the intereſt 
of it: for intereſt muſt ee be reckoned upon every guinea which 


hes in their cheſt. 

Did theſe banks conſider one another in a proper light, they muſt 
ſee in an inſtant that the ſolidity of every one is equally good; be- 
cauſe I now ſuppoſe chem all ſtanding upon the principles of pri- 
vate, not mercantile credit, as above explained. 

What benefit chen can they poſſibly reap from their W jea- 
louſies, from gathering up each other's notes, and coming with a run 
upon one another from time to time? The conſequences of this 
will be, to oblige themſelves and others to preſerve for domeſtic cir- 
culation a larger quantity of coin than is neceſſary, and thereby to 
_ diminiſh their own profit: to take up their attention in providing 
againſt their own reciprocal attacks, and thereby neglect the pro- 
viding a ſupply for that demand which is indiſpenſable ; to wit, 
the payment of the grand balance due to other nations; at which 
time rhe reſource of the national bank will certainly fail them, 
The managers of every one of them will pretend that it is they who 


are ſaddled with this burden; but the nature of the thing ſpeaks 


= tor itſelf, 
D <4 2 Wherever 
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grand balance is trunſa cel the exchatigers feſid. 
ing in the place will Have recourſe to the bank there 'eftabliſhed; 
and if there be more than one, that which pays with the greateſt 
readineſs will have the beſt credit, the moſt notes in circulation, 
and the largeſt profirs upon the whole. If any one is found ſlotv, 
or difficult in paying ats paper, exchangers will be the more punc- 
tual in making their demand for payment, and they will even be 
averſe to receiving ſuch notes from their correſpondent. 

Every man who has occaſion for credit from a bank, will apply 
to that whoſe notes are the moſt eſteemed. In ſhort, there will be 
profit, in the main, to the bank which pays the beſt, although I 
allow that at particular times there may be ſome additional incon- 
veniences, unleſs a regular plan be laid down on Am Ons 
above deduced. | 151 | 


This however is a vague reaſoning ; becauſe the matter of fact 
is not known. All that can be ſaid with certainty, is, that while 
no public regulation is made with regard to banking, every one 
will carry on the trade according to his views of profit; and private 
animoſities between different companies, will only tend to diſtreſs 


the nation and themſelves, as experience hat, 1 ez diſco- 
vered. | 


If, as matters ſtand, a very great inconvenience reſults to Scot- 
land from the want of a communication of paper credit with Eng- 
land, and if thereby an exchange of 4 and even 5 per cent. has been 
paid for bills upon London, becauſe all the coin of the country is 
locked up in banks; I aſk what would be the conſequence, if banks 
had their will in baniſhing from the circulation of their own diſ- 
trict, every other notes but their own? In that caſe, we might, in a 
ſhort time, find an exchange of 4 and 5 per cent. between Fife and 
Lothian, between Glaſgow and Ayr, and ſo of the reſt. What would 
then become of manufacturers, who could not diſpoſe of their work at 
the diſtance of a tew miles, without having recourſe to exchangers 
for their payment? If ſuch an abuſe were once allowed to creep 


4 | in, 
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iny chere yould be no otherremedy but to deſtroy tanks ahogiber, 
and ſtluow the little coin there 4s; into circulation. 
On the other hand, when banks are in a good e 
Frhen they are eſtabliſhed on ſolid principles, when their paper is 
iſſued on proper ſecurity; the public is ſafe; and in every little diſ- 
trict, under the wings of their own bank, there will ariſe a ſet of 
exchangers; who will give credit to merchants and manufacturers, 
and who will have recourſe to their own, bank for the coin or bills 
neceſſary for their occaſions. This will naturally divide the pay- 
ment of the grand balance AMIS; them, in a due rng to 
their circulation. 

- I ſhall now conſider the nia, which may direct a . 
to ſettle banking upon mortgage on a proper ene to ſerve every 
national purpoſe. 


C H APF. XVI 


Of ſome Regulations proper to be made with regard to national 


Banls. 


ROM what has been ſaid, we may conclude, that were a 

national bank upon mortgage, eſtabliſhed on a plan calculated 
to anſwer the purpoſes of the moſt extenſive domeſtic cane 
it might be regulated in the following manner. „ 165 


19, Let a large ſtock of property, of one ſpecies or other, be pro- 
vided, in order to gain the confidence of the pag: and let it be 
pledged for the payment of all the notes. | 

240, Let all ſolid property intended to be melted down into paper 
money, be firſt conſtituted in ſuch a manner as to be caſily ſold, 
and in the mean time ſecured to the company, for their advance, 

. preferably 
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preferably to every other perſon; and det it be of ** fully 


fufficient to acquit the intereſt for erer. 


- 3tio, Thie capitals due to the bank vietes be demandable by the 
bank, as long as che intereſt is regularly paid. 

4, Every one who conſtitutes his property according + regu- 
lations, muſt be entitled to a proportional credit from them. 

Sto, All bank ſecurities muſt be pledged in the hands of govern- 


ment for the intereſt of whatever money the bank may borrow with 


their conſent, beyond the diſtrict of their own circulation. 
610, Government mult ſupport the bank in nen 8 
of their funds. 
7to, Let bank notes be payable to 3 a in coin, or in 
inland bills to the value, or in a transfer of a corr eſponding n 
at — per cent. all in the option of the holders. 2495 
Were ſuch regulations eſtabliſhed, the bhomowing' FR ks 


would become very eaſy; any man who 1s maſter of his property, 


though incumbred with debts, might put it into bank regulation, 
might raiſe upon it what ſum he thought fit, with which all his 
debts might be paid off; he might even give credit upon it to thoſe 
who otherwiſe are not in a ſituation to obtain it: for which credit 
given, a profit in the rate of intereſt might be allowed to him. Were 
a plan concerted conſiſtently wich the principles which have ſug- 


geſted this general ſketch, all borrowing and lending of money 
would ſoon center in the bank. Securities wau'd be eaſy, and ex- 


pence greatly avoided. 


A national bank, when ri ighily nähe, may however 55 ſafely 
indulged in more extenſive methods of circulating their paper than 
upon land ſecurity. The bank of England is allowed by charter to 
iſſue notes for diſcounting bills of exchange, it may trade in gold 


and ſilver, may advance money to government upon the ſecurity 


of taxes impoſed and levied within the year, But it is in general 
debarrcd commerce, and every precarious object of traflic. The 
reaſon is plain. The paper it iſſues becomes the property of the 
nation, and may form in a 560 time the greateſt part of the cur- 


my 


. 
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rency of at. In ſuch a caſe, were the bank expoſed-to loſſes by trade, 


- or inſolvency of debtors for great ſums, the whole credit of the na- 


tion might be ruined, and all the lower claſſes of the manufactur- 
ing inhabitants undone, before ſuch a blow could be repaired. 
Under proper regulations, bank paper might be made a legal ten- 
der in every payment: in which cafe it is hardly poſſible that any 
conſiderable demand for coin ſhould ever be made upon them, ex- 
cept for the payment of the grand balance. 

This national bank may have different W in different cities 
within the kingdom, and theſe will make ſubaltern banks both 
uſeleſs and unprofitable. It might even be ſtipulated, that a certain 
proportion of bank ſtock, in the name or for the behoof of any 
city, ſhould entitle that city to a proportional part of the adminiſtra- 
tion within their own diſtrict. As theſe are only ſpeculations, not 
plans, I need not ſet about removing objections, which are con- 
ſtantly many and well grounded, whenever any new eſtabliſhment 
or innovation is propoſed. All Iaim at is to ſet this principle in a 
clear light, to wit, that it is the intereſt of every trading ſtate to 
have a ſufficient quantity of paper, well ſecured, to circulate through 
it, ſo as to facilitate payments every where, and to cut off inland 
exchanges, which are a great clog upon trade, and are attended 
with the riſk of receiving the paper of people whoſe credit is Yue | 
doubtful. 

For this purpoſe, I have propoſed. tan inland bills ſhould be de- 
mandable from the bank at par, as well as ſpecie. 

It would be an admirable improvement upon this fcheme, to 
make a like regulation as to foreign bills. However, this fpecu- 
lation is reſerved for another opportunity. All I ſhall ſay, at preſent, 
upon that head, is, that as we have ſeen how the whole national 
balance muſt be paid by banks (who circulate paper payable in coin 
on demand, and who conſequently muſt, on ſome occaſions, draw 
the metals from abroad for that purpoſe, in order to fill up the void 
made by exchangers,who ſend them out) and it would, I think, be 
ſhortning, in ſome meaſure, that operation, and be a means, at the 
| | | fame 
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FTTT.199 TY TVY 2:2) 
fame time, of indemnifyiog the bank in this reſpect, to regulate 
: matters ſo, that all foreign exchanges might be tranſacted there at 
ſixed rates, according to the place where the exchange is to be made, 
without erecting any monopoly for that purpoſe in favour of the 
bank, or depriving any one of the liberty to deal in exchange, who 
can afford it at more reaſonable terms than the bank; but of this 


more when we come to the doctrine of exchange, N 


— 


| * H A 2 XVII, 
I, hen and in what cafe Banks Heal oo en 70 Aan open Books 


T no national bank be eſtabliſhed under proper regulations, and 
entire liberty allowed to every one to take up the trade who can 
iſſue his notes, I think it would be againſt all principles of good policy 
not to oblige ſuch banks to keepopen books, to be inſpected regularly 
by ſome authority or other; in order to ſee upon what ſecurity that 
paper ſtands, which is the inſtrument of commerce, a part of every 
man's private property, and which, if any part of it ſhould ance fail, 

either through the knavery, miſcondu&, or misfortune, of a Par- 
ticular company, would caſt a general diſcredit upon all paper, and 
be a means of bringing on thoſe calamities which we have ſo alten 
mentioncd. „ : 

I know the ordinary objection againſt this, is, the j inconvenience 
of throwing open the ſecrets and myſterics of trade. As to the myſ- 
teries of trade, this point ſhall be examined in another place. 
But here, I ſay, there is no queſtion of trade in which any riſk is 
implied: and if any one can ſuppoſe, that, at any time, the affairs 
of a bank are in ſo tickliſh a ſituation as not to bear inſpection, that 
very ſu poſition ſhews how neceſſary 1 it is not to permit ſuch a bank 
to continue this circulation, The only inſpection, in which the 


public 


i 
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| i ee ia be seg bb of notes ied, and-the 
extent and nature of the ſecurities pledged for them. They have 
no buſineſs to examine the ſtate of their caſh, or of particular 
people's credit. They may be without a ſhilling in their coffers, 
and ſtill their paper be as good as if they had a million. Such an 
inſpection, as I propoſe, would rather confirm than ſhake their 
credit, but it would be a means of preventing them from launching 
out into ſpeculations in matters of commerce, which is not their 
diſtrict; and from gaming with national property. 

If it be ſaid, that this inſpection would lay open the affairs of 
many private men, debtors to the bank, I anſwer in the negative ; be- 
cauſe no man's credit is hurt by his having a caſh account, and no 
inſpection is requiſite, as to the ſtate of that accompt with the bank. 
The credit may be either quite full, or quite exhauſted ; this par- 
ticular intereſts no body but the parties themſelves ; but it is eſſen- 
tial to know upon what ſecurity the credit has been given; becauſe 
every man who has a note of ſuch a bank in his poſſeſſion, has a 
very 157 title to be ine concerning the nn on ich i it 

It is not e to _ 8. the 3 af the noe; af he doubts 
of the ſecurity, may demand payment. It is not here the intereſt 
of any individual, but that of the public which is attended to: and 
if, according to the principles of common reaſon, it be juſt, that a 
creditor ſhould have it in his power to watch over the abilitics of his 
debtor, ſo as to ſecure his payment ; certainly it is equally juſt, that 
the public (which I conſider here as the creditor) ſhould be made 
certain, that what is circulating with as great facility as the King's 
coin, contains a real value in it, Would it be a good anſwer 
from any man who held a piece of falſe money in his hand, for 
the uſe of circulation, to ſkreen himſelf, by alleging that if it be 
falſe, no body need to take it. It is the right of every man to dete& 
falſe coin; but it is the right of government only to detect falſe paper 
becauſe law only can authoriſe ſuch an inquiſition. Does not the 
charter of the bank of England eſtabliſh this right in gov ernment ? 
VOL. II. Ee | | It 
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I the bank be confined to certamm particular branches of ſolid trade, 
where little riſk is incurred, might not government enmine, when 
neceſſary, whether theſe regulations have been obferved and 2 


can this be done Kithout eee is here re 
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Is it the Intereſt of . Banks to grant Cali at eig "Actor , 
deren b and others, who anale a Trade * HOO. Fe out, / N 
i 11157 eee nut n ll. 


HE e to eee eee Fran Sen a art! 
From che principles we have deduced, it is Plain, e d 
both the office and intereſt of banks to In: credit to all FR 
en ſecurity for it. 
the cauſe of doubt upon this a ariſes 3 e certain 
Weben which have been of late experienced in Scotland; 
but which never would have been felt, had banks attended to their 
true inter; in providing funds to anſwer the demands of thoſe 
who are either obliged, or who find an intereſt in paying off what 
the Hation Pes upon the grand balance to;foreigners., - .,; .,,.// 
To ſet this matter in a clear light, let me ſuppoſe that, eee 
ago, the banks had at once withdrawn all che credits grantad to 
exchangers; and opened a ſubſcription for a loan of money, equal 
to what they might eſtimate the ſum borrowed by that ſet of men 
within the country, for the ſake; of carrying on their humos, 
According to principles, theſe two operations ſhould, go hand.in 
hand: the recalling: the credits Would, no doubt, have greatly: diſ- 
Wen exchangers; but as * as. they could fiad; money to 
| 4 8 | borrow 
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- borrow from private hands, that inconvenience; would have been 
leſſened. Beſides, 1 apprehend that the late cuſtom among ex- 
changers, of borrowing at 4 per cent. owes its exiſtence to the dif- 
ficulty they felt in obtaining extenſive credits from the bank; and 
if this be the caſe, then there has been a lucrum ceſſans to the 
bank of 5 per cent. upon che amount of all theſe borrowings ; be- 
cauſe exchangers, I apprehend, would prefer a credit from the bank 
at 5 per ceut. tO a loan at 4 per cent. payable on demand, according 
to the occaſions of thoſe who keep their money with them. 

The moſt effectual method, therefore, to hurt exchangers, would 
have been to have recalled all their credits, and offered to borrow, 

the ſame terms, what was lent to them, 
The execution of ſuch 2 plan would, lchink, have been, 1. diametri- 
cally oppoſite to the intereſt of the banks; 2. would have occaſioned 
ſuch a run upon exchangers, as to throw them into great diſtreſs ; 
and 3. would have ended in the total ruin of the trade of Scotland. 

That ſuch a plan is diametrically oppoſite to all principles of 
banking, I ſuppoſe, is by this time ſutficiently underſtood. Fl 

That it would have occaſioned a run upon exchangers, is pretty 
certain: becauſe however good their credit might be, it muſt be 
acknowledged to be inferior to that of the banks; and therefore no 
body would ge N for cee to the _— 1 the ſame 
terms. 09909 541 

The third 3 is as evident; x On A than "od as 
the other two. The run upon the exchangers would have obliged 
them to make a call upon all the merchants and dealers in Scot- 
land, to whom they gave credit: for which purpoſe, and for which 
alone, "ny end an unn in nm at ſo * an ene 8 
4 per cent. 

The call, then, made by the exchangers: upon theis 3 is 
neither more or leſs than a call upon * en nnn in che 
| trade of Scectlane . v9 
No we have faid, that whoever: cides i vary: | The a 


o Scotland owe to exchangers; ; the latter are preſſed by their cre- 
E « e 2 5 ditors, 
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dirorsſtand my u With what hex have, which gonſiſis, in money 
only; when thatãs exhauſted, they, muſt ſhut up ſhop... Ther again 
call; uppn the, merchants, Who, mull. hay with what they have, 
This conſiſts in goods, and in zne manufactures of Scotland; ang. 
theſe.ghey nul ſell at. anꝶ hricgr: . There may not be time ſufficient 
to export wich advantage. Te whom then muſt they, fell g, Ta. 
people within the country, who have no money to buy with; * 
cauſe credit is withheld by that body which only can give it. 1 
conclude. with, the, pld ſaying of the gam, 022 11h97) 99g9Ttq to 2014 
Vnum quadgue. codem. modo ſolvitur qua calligatum gi, „ 111 

- The beſt method to eſtabliſh credit in an induſtrious. nation, is a 
bank properly regulated: and the beſt methods to ruin it effectually, 
| when bite, are the eee are e of ed 
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4 en, of the Princip es a We TA jon 
er tt 39 — 7-903 or 30 u; 


F Rox the pr inciples : above dedaced, mere ariſe three err 
objects of attention. 1 5 
The firſt, the circulation of paper for domeſtic ang TORS 
The ſecond, the method of providing coin for that . purpoſe, . 6 Wc 
The. third, the. method, of paying foreign. balanges, MMM Sear o4 0 
Thele ahres obiects: are ahſolutely different in cheir nature, and 
they are influenced by düflerent principles. The conſequence of 
blending them together, is to render the ſubject, which is abun- 
dantly” intricate in its owl nature, fil more dark and perplexcd. ; 
What is to follow has no relation to any plan propoſed for execution; 
ic 16 only intended as à farther Ulufttatiön of the general e J 

which influence this brauch of my fubject. 25 


1%, As to the circulation of paper for domeſtic uſe.” * 
1 lc 
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Ib His been faid,' that” the great utility of banks of circulation) 
upon mortgage, was to facilitate the mielting down of ſblid pro- 
perty; in order to enable every one Who Ras property: to cireulate 
{BY capita of it for the advancemient of induſtr yy: 
For this purpole he corties'to a bank, pledges che Abel he wind 
td helt down, and receives for his Stig tig Braiikg läteren rer, 
môney Which Deny eee 7 0n C 0eY OR * 
_ > This paper money, I ſuppoſe to tee folidly ſecttred as the it 
ciples of private credit can make it. I ſuppoſe the bank to be eſta- 
bliſhed by authority, according to the regulations already men- 
tioned; and the notes made a legal tender in every payment of 
doineflit ebrs; by which I underſtand debt payable within the country. 
From theſe data, Ifay, that the regular method by which the bank 
ſhould acquit the obligation in the notes, is by reſtoring the ſecu- 
rity granted at iſſuing the notes, if they be returned by the debtor 
mit; or by a transfer of a ſum of intereſt equivalent to the notes, 
if they are preſented by any, other. farther obligations laid 
upon banks to pay in coin, or inland . , is only an equivalent 
expected from them in lieu of their great profits. 
When paper iſſued for domeſtic circulation returns to a bank, 
were it not for the proſits on their trade, I ſee no reaſon why a 


It mull here be obſerved, that! in every country where there is a national coin e 
bliſhed, it is abſolutely neceſſary to connect with it the denominations of the pa 
in order to affix a determinate value to theſe denominations. This may ealily be done 

without implying, as at preſent, an Funde on the way: to realize into coin every 

bit of paper in circulation.” 4 DUOQNIEY 

The intereſt, therefore,” of the 10500 given 6 the bank, may de dmandable ffom 
the debtors m cbin ; and the transfers of intereſt made by the bank, to thoſe" whs bridg, 
in notes for payment, may alſo be demandable in coin ſtom the ban. 

Theſe, payments will bear a ſmall proportion ta the paper in circulation; as; intereſt; 
mult, be,yerp low 3; FANS EASY terms of payment, proyiſion will cally, be made 
for the, 1 1 bologo 14 115 TIL, 21 QONELD « ON 4caifl wollot o1 21 1641 V7 

Tb) regulation, will ſupport the coin of the ente as the, intereſt of all the 
paper becomes demandable in coin, iſe tre value of th  nterg will effectually ob- 


port the value of tlie cupital. 4 a 55 1 A 
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RET 50 in AP Uk eg my a than iat it 
received; and if, by the intereſt they receive for their notes, they = 
_ fe abundantly indethifiified for all the difference between paying 
in coin and in transfer, F think the public would be a gainer to dif- 
penſe with chat obligation in lieu of an abatement of intereſt; which 
would be e an advantage to commerce, not to be counterbalanced 
the other. W OB. 
- Farther, the buſineſs of providing coin 4s totally different from 
chat of ſupporting domeſtic circulation: it is founded on different 
principles: it requires men of a particular genius to conduct it: the 
difficulties to be met with are not conſtant; and gore, carinit 
form a regular branch of bank adminiſtration. 
" 2d), The method of providing coin for domeſtic circu ati 0 5 is the 
buſineſs of mints, not of banks. n 
1 have, in the third bock, treated very fully of ths det ine 
of coin, and of mints. I have ſhewn the difference between mo- 
ney, Which is the ſcale for reckoning value, and coin, which zs certuin 
denominations of money, realized in à proportional weight of the precious 
metals, I have ſhewn how neceſſary a thing it was to impoſe the 
price of coinage upon the metals manufactured into coin: and 
Thave ſaid, that it was inconſiſtent with all principles, to allege 
that the metals, when ner, dg er 16 Na no additional 
value. 9 
The expence, ee of PIER as the 3 ſhould be thrown 
upon thoſe who want coin; and the mint ſhould be:obliged to con- 
verr gold and filver into _— No the rae omg paying the 
ea 5315351 24 * 30: ini 8 121 of 
This coin doadet witch ane rio: of damaged never e will be ſent 
| rows: to pay a foreign balance; never will be locked up in banks, 
iwhicty will have little occaſion for it. It will, therefore, remain in 
circulation, and ſerve: thoſe: purpoſes for which the inhabitants 
think fit to employ amor ut v19viidd 92 am init ao | 
This coin, Lay, never will be.txparted, as long as any uncoined 
metals can be found in the country and if upon a national diſireſs 


iff | | it 
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it is thought fit, to facilitate the exportation of it, the Rate ma a 
ve cbt above appoint. the mint to regeiys it 7 ack, in order to 
melt is down. into ingots, ſtamped with the mark of f flerling, Fr 
ing to the bearer — per. cent. of the Foinage. tans aj ns ale: 
1138 The trade. of paying off fore], balances wil 1 then bec 
la branch of buſineſs : of which w e ſhall treat more 7 
| — when we come to examine the ene of quay "tba 
„All that is neceſſary to be ſaid in this place, is to recal the prin- 
ciple e have mentioned above, viz. that when 3 nation cannot 
pay in Jos metals, manufactures, and natural produce, What 'the 
owes to ſtrangers, ſhe muſt pay in her ſolid property ; that is, The 
muſt mortgage the revenue of ſuch property, for a capital borrowed 
out, of the country, whach capital. the muſt employ for the payment of 
= foreign. debts. on 


hin gran the ˙ grind Fs pl ap 
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HAT bank notes can never 1. e as We 1 Sib | 

a perſuaſion that they may be exchanged for it on demand. 

To this I anſwer, that it is ſufficient they be received as value; 
and that they anſwer every purpoſe in carrying on alienation. The 
ule of money is to keep the reckoning: between parties, who are /o/- 
vendo; the uſe of ſpecie or coin is to avoid the inconvenience of 
giving credit to perſons who perhaps may not be ſo. iin 
When merchants make delivery in accompt, they then give cre- 
dit to their cuſtomers: when they ſells for bank bills, they give 
credit to the bank: when they are paid in coin, they give credit to 


no 
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then is the difference between receiving thereal e and receiv- 


— 


ing an obligation for it, concerning the validity of Which every one 
in the country is perfectly ſatisfied? _ _ Fe 
Is there a merchant, in any country in the world, "who will ſell 
one. farthing upon. an hundred pounds cheaper to a perſon who 
Pays in coin, than to another who pays in good paper; unleſs the 
extrinſic circumſtances of the country ſhould, at that time, give an 
Hanes price to the metal of which the coin is made. 4 
Money, we have ſaid, ought to be invariable in its value: coin 


never can be ſo, becauſe it is both money and merchandize : money, 


with reſpect to the denomination it carries by law; ; TINT, 


with reſpect to the metal it is made of. 
But it is urged, that if I have coin I may pay any where within 
the commercial world, at the expence of tranſ) ee, and in- 


ſurance. I grant this to be true. 


But I anſwer, that the principal uſe of coin, is, not to fad 
it out of the country; but to keep accompts clear among inhabi- 
tants within the country. If there be a variation in the value of 


coin, according to circumſtances, that variation muſt affect the in- 
Habitants in their tranſactions. No one can gain upon this coin, 
without ſuppoling a relative loſs to ſome other, whether they per- 
ceive it or not, Muſt not this diſturb all reckoning? Matt it not 
diſturb prices? Since at different times, I may be paying the ſame 
denominations of coin for the ſame commodity ; and yet be payin * 


really, more value at one time than at another. Is not then the 
moſt invariable money the beſt calculated for the intereſt of trade, 


and proſperity of manufactures? Whence ariſe complaints againſt 


paper money, and regrets for want of coin? They iſſue from thoſe 


| who both wiſh to profit of the riſing value of the metals contained in 
the coin, and who endeavour to perſuade the public, that its inte- 


reſt, and not their own, is their object. 
What a trifle is a foreign balance, let it be ever ſo great, com- 


pared with the whole alienations of a. country ! Is it reaſonable to 


diſturb 
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diſturb the harmony of all domeſtic dealin g8, in order to furniſh an 
opportunity to a few clear ſighted people, who can, upon ſome occa- 
ſions, Profit of the fluctuating value of the ſubſtance of which the 
coin is compoſed, to the prejudice of the ignorant? If the country 
ces a balance to other nations, let it be paid: nothing ſo juſt ; 
; nothing: i eſſential to the intereſt of the country which i is the debtor. 
If the precious metals are the moſt proper vehicles, as I may fay, for 
conveying this value, let hem be procured and ſent off; but never let 
us ſay, that becauſe mne of our money may be made of that metal, 
that all our money thoiwld be made of it; in order that thoſe who 
tranfatt the balance may have an opportunity of ſendingour metals 
away with greater eaſe, and thereby of depriving us of the means o 
carrying on alienations among ourſelves; Let every one that fas 
coin ſend it away: nothing can be more juſt; nothing more toh- 
ſiſtent with principles: but let him fend it away as a maknftiMure ; 
carfying ih its boſom the price of making it, which he has paid, 
and for which his'foreign creditors will make him no allowance. 
Exchangers Fun to the coin of the nation, for paylng, with the 
leaft expence to themſelves, the balance they are about to tranfact. 
when that reſource is cut off by the impoſition of ( coinage, the na- 
tion will preſerve at leaſt her darling fpecie ; and then exchangers 
will be obliged, by the beſt of all compulſions, their own intereſt, 
to think of other expedients; bullion, manufactures, and natural 
produce. And when all theſe come to fail, a regular plan muſt be 
laid down, and authoriſed by governmeht, for obtaining credit i in 
other countries, by mortgaging the revenue of the ſolid property 
of the kingdom; according to the principles we ſhall aca When 
we come to treat of exchange. 
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How by a e r a ze Balance the Bank Piet 45 Abba e 
20 py of the Debts GE 70 Foreigners, and thus deliver the Mais 
| from hat Burthen.. Nona = 

i LID 11447 


| E have aid. a the "Sp in 8 and Mort 8 
VV  gaging the property of Scotland to ſtrangers, for the pay- 
ment of a grand balance, really acted as. the guardians. of the 
public, by interpoſing their credit, and by conſtituting themſelves 
as debtors for the whole; taking for their relief, Propor tional ſecu- 
rities upon the effects of individuals. J Hi zo 1 
We have alſo pointed out how, by this operation, the maſs of 
bank ſecurities comes to be greatly augmented. .  , ... . 
- Before the payment of any balance for the behoof of 1 
7 ſecurities in the hands of the bank can only be equal to the 
notes in domeſtic circulation, and accumulated profits thereon. Let 
this be called (A). In proportion as theſe notes come back upon 
the bank, in a demand for bills to pay balances, in the ſame, pro. 
portion is there a ſum of ſecurities added to the former maſs 
(Sranted upon new credits given for filling up the void [thereby 
occaſioned. to-circulation). which quantity I ſhall call (B)er.cce tics; 
(A) then repreſents the Say, equivalent to the notes in cir- 
culation 412 cn ; 45111 
10 (Al aepreſents che ee equivalentto the debts s comracted by 
me bank: in favour of firangers. E 
No let us ſuppoſe trade to become N or that the i inte- 


= of the money, which the natives had ſent, abroad, to inveſt in 
foreign countries, begins to flow back: what will be the Fare is 
this? 941 it E Oi bort en 5 enn 148 119010 ur 51 
1 3 that this balance will he paid to Scotland, eicher in coin, or 
1 the metals, or in produce, or in manufactures, or in bills. 


311147 
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In every caſe, it muſt be ſuppoſed to be beyond the conſumption 
of Scotland ;. otherwiſe it will not be a balance in their favour. 


Whatever part of it, therefore, proves to be heyond the conſumption 
of Scotland, will be turned into money. This money muſt either 


Ty in the metals, or in foreign bills. If it EN in the met: 
it ir will if coined, fill up, pro tanto, a part "of c ulation. this 
make a proportional part of bank paper return upon the bank, and 
extinguiſh a proportional part of ctreir ſecurities ; which we have 
called (A). But then there will be more coin in circulation than 
formefły; conſequently,” mere coin will enter into payments 3 
to the bank than formerly. But we muſt ſuppoſe, that before tNis 
| rable turn of commerce, there was coĩn enough both in the 
bank and in the country;/for the uſes of domeſtic circulation; com 
ſequently, the bank will ſend off this ſuperfluĩty of coin, and with 
it they will refund a part of the debt they formerly contracted-· 
Through all this chain of reaſoning we muſt always ſuppoſe 
the money in circulation to be a determinate Jum; otherwiſe the ſuper- 
adding this foreign balance in coin will not occaſion, as we have 
faid,/a return of a proportional part of the bank paper. 
in the next place, let us ſuppoſe this favourable balance to conſiſt 
in foreign bills, upon London, Amſterdam, &c. Theſe will be diſi 
ank, and notes iſſued for them. The bills will be 
bank, in order ſtill to extinguiſh a part of what ig 
ners. Theſe notes, again, being ſuperſluous to 
circulation, which we ſuppoſe to be full, "wall NR aun bank | 
and ftil-diminiſh/the maſs of (A). 8 
By theſe operations we ſee how (a) will ak a dinniniſh- 
ing; but then in the ſame proportion we ſee how thei maſb of 
foreign debts will alſo be diminiſhing: conſequently (B), Which 
was engaged for them, will be returning to be the free property of 
the bank; and as we ſuppoſe no variation upon the ſum in cireu- 
lation, we may conſider this as a fort of converſion of (n) into (A), 
a when 11 (8) mall be thus conver oC? into . then the debt 
OY Es ed 5 1 4 formerly 
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tormibt#}} cotiteadied'by che bank, in favour of Scotland, will 


erally paid off by tlie ſume bene nes ch gene 
By which it was 26: e 1421. nigung 1 101 180 
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FHAVE examined, irh all the care Tam eaptble of, + oor 
banks calculated for the melting down of ſolid . | 
converting i it into paper for tlie uſe of circulation n:: 
The 1 parure ich banks is but little known in countries herd 
they have nat been eſtabliſhed, and a diſtin account of them thay 


e hints, = in 15155 may prove uſeful. ui 40191amR0 


to 


My nded Toke date which are Sek calculated forthe uſe of 
| commerce; and as the ground-work of my inquiry, 1 1 
Tome of me principal operations of the bank of England. 
Thie! eſtabliſhment of this great company Was — 
year 1694. | Tovekritnienc at chat time Mort. yu voor ppg for 
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ſte rling, at 8 per cent. for the exclufve ane of Ne; 
years; with this ddditf6hal chaiſe, that 40601, terting, per oudun, 
40 ule be eee u tes Jam e boy hae eee 
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This [ſurgiof:. 1,250,000 i. ſtexling, Nas che original bank ſtock. It 
has baen ſinee inereaſed to 14,000,900 4 by farther loans to govern- 
ment, for the prolongation of their privileges; às has been taken 
notice of in the 16th chapter of the ſecond part. 
This ſtock, as in banks of circulation upon mortgage, is only to 
be conſidered as a ſubfidiary fecurizy to che public for the notes they 
ulue: were it the principal and only ſecuruy for their paper, this 
bank would then be founded on the principle of public, not of 
Mercantile credit; under which laſt denomination we are going ta 
* has che nature at it diflars fen FRO we haue already 
explain Eu 
I is axule with the bank of England ien upen moxt⸗ 
gage, permanent loan, or pexſonal ſecurity. Thę principal branghgs 
af their bu6neſs may be. comprebhended under four articles, viz. 
1. The circulation of the trade of, London 3. The oxchequer bufi- 
neſs of Great Britain: 3, The paying che incexell of all the funds 
transferable at the bank: 4, Their wade in gold and ſilver. I hall | 
now ſhorty explain the naturg of theſe; four great QPEFALIONS 3 and 
fixſt as io che circulation of che trade of London. _ 

Ven we ſpeak of the circulation of trade, we underſtand the cip- 
eee of money paid on the account of trade. 

The great occupation of the London: merchants engages mem to ä 
fimplify their buſineſs as much as poſlible. For this, they commit 
40 brokers every operation which. requizes no peculiar talents « or in- 
genuity in the merchant himſelf; and, for a like reaſon. they com. 
mit to the bank and private baukers the care of their caſh. _ E 
A Scots merchant begins by drawing money from the, bank, far | 
which: he pays intcreſt; a London merchant begins . R | 
money into the bank, for which lu draws no intereſt at al 

A London merchant, therefore, can give no order upon = bank, 
unleſs at 4 time when he has money lodged i in it. 

M he has oecaſion for money; at any time, he lends to the bank 
Seidel be as before they become: due,, and. * bank du duns | 


them at certain Fates, according to their nature. 


IF 
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1th a foreign bill, e banks inadiſobunting it; retaifis oß ch 
fum, at the rate of 4 per cent. per annum, for the time theybill-hasitd 
run; but if the bill beat a longer day than 60 days, tliey will not 
diſcount it. So in this caſe, tlie merchant muſt keep his bill; until 
it is Wirkuin 60 days ef thelterni of payment........ 
Ahe reaſon for this is evident: the ſecurity upon which ſurii 
- bills ſtand, is purely merrantile. The nearer; therefore, the 'pay- 
ment is, the leſs 1 the n en from the * thoſe who 
are bound in ir. A 10 84 rt zit wolls 
he intention nah: this ee diſcounting! bills;in Plamlyita 
employ the cath, in the bank in a way to draw an intereſt for iti 
but as merchants allow their money to He dead for as ſhort a time 
as they poſſibly can, the bank muſt have quick returns for hat 
they advance upon diſcount, in order to be: conſtantly ready to an- 
fer all demands. This is no loſs to the: eee 
advantage to trade, asTſhall briefly-explain. * 10 1 019 713G 
The bank is conſtantly: receiving caſh from every Nb who 
Keeps chen caſh With it. This occaſions a conſtant fluctuation of 
payments, which of coutſe muſt leave at all times a conſiderable 
ſum of eee eee eee 17 never is in 
Advance to any one. En 10 Au. Dub 2511-2: 12751 £2 
By long practice in the trade, this ſum an eee deter- 
minate: let us call it the averagemoney.3n the hands of the bank. 
Ie is then with this average · money alone, that the bank can diſ- 
count bills. Now if the trade of London does afford bills to be 
diſcounted at different dates within & days, ſufficient; to abſorb the 
whole average- money of the bank, appropriated; for diſeounting 
this. branch uf buſineſs; would not go forward with the eelerity rg- 
quired for the trade of; London, did the bank pays ee 
ſo far as to diſcount at aJonger day; 

From this we learn another reaſon nh the bad Balena dit 
counts no bill which has more than 60 days to run. The ſirſi, 
mentioned already, is forthe greater ſecurity: of payment and the 
ſecond, which we{nbw:difcover; is in order to be able nn. 
+, | more 
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eee eee ee eee g a did nee at a 
longer ün pen 13 hn ot n $246 Mt 
As I am 3 upon the ſubject-of mm bills of cachange | 
by the bank of England, an operation. it has in common with all 
the private bankers in een Imuſt eee Lhave 
frequently heard propoſ e...... 
How it happens, that in a city of ſo great trade as > Londom. ds 
poſlible: that people ſhould be found even among merchants, Who 
allow their money to remain in the hands of bankers without inte- 
reſt ; when ãn Scotland, a place of fo little trade, intereſt may amy | 
be got for money for the thorteſt time? foro 
The anſwer to this e is to be derived PE the-very prins 
ciples of trade/itlelf. | 
The money which ee ee a either in 4 — a of. the | 
bank, or of bankers, though. very conſiderable at all times, is in 
perpetual fluctuation: it cannot then be lent to any but a banker, 
who would conſent to pay intereſt for the ſums in hand. But no 
ſuch banker can be found, nor ever will be found, until all the 
bankers in London conſent to ſuch. a: regulation. The reaſon is 
plain. One principal uſe the bankers make of the average- money 
in their hands, is the diſcounting of bills. Who then could pay 
intereſt for money, and diſcount, in competition with others of the 
ſame trade, who have it for nothing 
'But ſuppoſe the bank, and all the bankers in town, ſhould come 
to the reſolution of giving. intereſt for the en in their inen 
what would be the conſequence? 1 
J anſwer, that upon ſuch an alteration, Alma W oe 
the preſent rates, to the great prejudice of the trade of the nation; 
and bankers would lend the money in their hands . a moro 
precarious, ſecurity for the ſake of a higher intereſ. 
All the landed men-who reſide in London, and many . wealthy 
people, not concerned in trade, conſtantly keep their money either 
in the bank, or in ſome banker's hand, without intereſt: this en- 


a n in * to diſcount foreign bills at 4 per cent. as 
68 | has 
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nas been fuld, even when the rate of invwereſt is ruther abow dt 
ſtandard. This is, as it were, a 2 contribution from as ae ee 
in favour of the tratte of che nation. 15 

Let, therefbre, gentlemen who have much rate onen kc 
atty other expedient than that of obtaining intereſt for it; frem 
thoſe who diſcount bills in London. Not ene of hem cun afford 

to do it, and thrive by his bufineſs ; and the. hurt which would 
reſult to trade in general, will conſtantly be a —— PII 
* * reſolution for that purpoſe. 

. What has been ſaid, will, I hope, prove ſatisfa@tory ——————_ 
Aab of the queſtion above propoſed, ſo fur as regards London. It 
remains to be anſwered, how thoſe who ſupply the place af bankers 
m Scotland, and even the banks themſelves, e e 35 ty inte- 

reſt for any ſum put into their hands for a ſhort time. 

I anfwer, that as to the Scotch exchangers, as we have. called 
them, tht profits on their trade admit of borro wing money at inte- 
reſt, which chat of the bank of England and private bankers an- 

not do. If thefe laſt can gain 4 or 5 per cent. by diſtounting of bills, 
it is all they can honeſtly expect: every other employment of the 
money in their hands is precarious, either as to the ſecurity or 
promptitude of calling it 1 to W hand ware ON arc 
matle upon them. 

As to the Scotch banks, we have deen how Airectiy ee 
all principles it is, to borrow money in Scotland. How it Uimi- 
niſhes the profits upon their own trade, and hurts the circulation of 
the country; but although it diminiſhes their profit, it carries 
along with it no poſitive loſs to them, as would be the cuſe with a 

London banker, who would pay intereft for all the money in his 

hands, when he never can draw any back; except for that _ : 
_ which we have called the average. 

Every London banker is obliged to have a certain ſure of caſh 
conſtantly in his cheſt, the intereſt of which would be all loft, did 
"he pay for ir: whereas the exchangers in Scotland never have a 
Tthilling by them; and when any demand is made ** them, they 
- draw 


} 
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eee a4 > et 3 
Beſides foreign bills, kicks the bank of England at 
4 per cent. they alſo diſcount inland bills, and notes of hand be- 
teen merchants in London, at 5 per cent. | 
be inland bills to be diſcounted at che bank uk all ban N 
in London. The bank calls in no ER from any diſtant — 
of the kingdom. . * 
—— diſcounting of notes of hand- between Lowdon merthants 


operate the ſame effect, as if the bank ſhould advance them 
money upon perſonal ſecurity, in caſe the notes were drawn for 
obtaining credit, in place of paying money really due between 
the merchants, in the courſe of buſineſs, the clerks of the bank 
keep a watchful eye over this branch of management, and, by 
. examining the reciprocal draughts of merchants between them- 
ſelves, they eafily acquire a knowledge of the ſtate of their affairs, 
and are thereby enabled to judge how far it is expedient to launch 
out in eee; either the notes or bills en 1 are con- 
cerned. . 5 
7 ſhall n not eee to en . wh in . price of discount, 
the bank makes a difference of 1 per cent. between foreign and in- 
land bills of exchange. It may either be an indulgence and encour- 
agement to foreign trade; or it may be upon the conſideration of 
the better ſecurity. of foreign bills, which commonly paſs through 
ſeveral indorſations before they are offered to be diente. at the 


bank. | | | ; 
Il come next to the circulation between the ey and che ex- 
chequer. | = tk! 


The bank of England is to nah exchequer; what a private perſqn' 8 
banker is to him. It recciv es the cath of the 9 and an- 
ſwers its demands. 
Caſh comes to the 1 from * amount os taxcs. . The 
u great branches of which are the exciſe aud cuſtonis. To explain 
e e this 
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this operatior with the more diſtinctneſs, T mall take ng 


of the exciſe. 
The exciſe is computed to bring in annwany from Lorin; Abd 
the fifty two collections over all England, nett into the 
above four and a half millions ſterling. | 
The fifty two collectors ſend the amount of their eolie@ions to 
London eight times a year, almoſt entirely in bills. As the ſame may 
be ſaid of the remittances of all the other taxes, we may from this 
eircumſtance obſerve by the way, that London alone muſt conſtantly 
owe to the country of England a ſum equal to all the bills drawn 
upon it; that is to ſay, to all the taxes which the country pays: 
a circumſtance not to be overlooked, from which many things may 

be learned, as will be taken notice of in the proper place: +1 212 
The bills ſent by the fifty two collectors, are drawn payable to 
the commiſſioners of exciſe; they indorſe them to the receiver 
general; he carries them to the bank as they fall due, and gets a 
receipt for the amount; this receipt he carries to the exchequer, 
who charge it in their account with the bank, and deliver tallies to 
the receiver general for the amount of his payments ; theſe-tallies. 
he delivers to the commiſſioners of exciſe, who enter them in their 
book of tallies. This operation is performed once every week, and 
ſerves as a diſcharge from the commiſſioners to the receiver general. 
The bank, again, keeps an account with the exchequer, which 
is ſettled once every day, by two clerks, who go from the bank to 
the exchequer for that purpoſe. When coin is wanted by the ex- 
chequer, for payments where bank notes will not anſwer, the coin 
is furniſhed by the bank; when PRO will ſerve the e ER 

is iſſucd. 

heſides this operation in the receipt of taxes, che bank advances 
to government, that is to the exchequer, the amount of the land or 
other taxes impoſed, which are to be levied within the year. This 
we ſec is a loan upon government ſecurity for a ſhort term, quite conſiſtent 
wich the principles upon which the bank is eſtabliſhed. The large 
3 ſums 
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fums the bank afta; ly receiying of public money, and che 
great aſſiſtance it obtains from thence in carrying on the other 
branches of their trade, enable it at preſent to make advances of 
money to government at 3 per cen. It obſerves the ſame rule with 
reſpect to the great companies of the Eaſt Indies, and South Sea, 
for the ſame reaſon: but no advances are made to private people ; 5 
and i in diſcounting of bills and notes of hand, the regulations above 
mentioned are adhered to. 
Thus the whole amount of taxes is poured into the bank, in the 
manner we have been deſcribing. 

The bank alſo keeps the transfer bogks of all the funds nego- 
tiatcd at the bank ; and out of the public money in its hand, it pays 
the intereſt of thoſe debts, for which government allows to the 
bank a ſum proportionate to the use, of that WI of ma- 
nagement. | OE 

When the bank, as a. company, lends to government upon. a per- 
manent fund, the capital whereof is not demandable, this operation 
is foreign to their buſineſs as a bank, and 1s, conducted by che com- 
pany, as an article of management of cheir private Property. 

Let us now examine by what channels their notes enter: into c ir- 
culation, and the ſecurity upon which they ſtand. 

When iſſued in the diſcount of bills, they ſtand upon the prin- 
ciples of mercantile credit, and depend upon the goodneſs of the 
pills diſcounted. When iſlued upon the faith of taxcs to be paid 
within the year, they ſtand upon the ſecurity of that payment, 
which is of a very complex nature, as any one may perceive. As 
long as the inhabitants of England conſume exciſeable goodls, the 
exciſe will be paid: as long as trade goes on, cuſtoms will be, paid, 
and as long as government ſubſiſts, the collateral ſecurity of the 
ſlate will ſerve to make up all deficiencies in the amount of taxes. 
No decurity, therefore, can be better than the notes cf the b. ink of 
England, while government ſubſiſts. The loſſes that gre: at compa ny 
meet with om bad debts, Lam informed, arc very incouliderable. 
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The greateſt riſk che bank runs, is in diſedunting bad bills; but 
p the extent of their buſineſs in this branch and by circulating the 
Caſh of all the merchants'who keep accounts with them, they ac- 
quire ſo perfect a knowledge of the ſtate of their affairs, that it 
rarely happens thar any one can fuil for very coriſiderable ſums, 
without the bank's having a previous notice of it. A ſudden lo; 
may no doubt happen, without a poſſibility of being foreſeen; but 
the matter of fact proving that their loſſes upon bad bills are in- 
conſiderable, we may thence infer, that there is but little myſtery 
to the bank, with regard to the credit of London merchants. 

I come now to the laſt branch of their ue e ee to wit, cheir 
trade in gold and ſilver. b | i e OftT 

For the circulation of bank notes, coin is e We have 
ſcen, in treating of the Scotch banks, how coin is brought in: to 
wit, in conſequence of all the payments made to the bank, in 
vrhich there muſt be a proportion of coin equal to what is found in 
common circulation. What is not paid in coin, comes in, in their 
own notes, which are thereby taken out of the circle; and conſe- 
quently make place for a eee pro ſupply, which waged Ne 
manner we have deſcribed.” 511 8 | „ ton. 

In times of peace, and a Mende Wala of nts, the bank 
ſaffers little by the obligation it is under to pay in coin, except ſo 
far as the great confuſion of the preſent currency affords an occa- 
fon to money-jobbers to melt down the new guineas. Ihe extent 
of this traſſic Jam no judge of, and the bank no doubt has an inte- 
reſt in preventing it as far as the laws have . a — 
againſt it. | 
But when large payments are to be made e the diſtreſs of 
e e een Ke Ei . Y 

In Scotland, the banks, upon ſuch e e are 5 drained 
* coin. They huve no market for the metals; becauſe they have 
no mint to manufacture them into coin. It is different with reſpect 
to the bank of ä their diſtreſs proceeds from another 
cauſe. 


The 
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The exportation of the heavy guineas in time of war, and of a 
vrong balance upon the trade of England, leaves circulation pro- 
vided with a light currency, in Which the bank is obliged to pay 
their notes; and the intrinſic value of the gold in which they pay, 
regulates the price of the metals they axe obliged to buy at market. 
If they provide them themſelves. from abroad, they muſt pay the 
price of them in bills of exchange. But then the lightneſs of the 
currency at home, ſinks the value of the pound ſterling, as it raiſes 
the value of the ounce of gold and ſilver. So the only conſiderable 
loſs they incur, is in providing the metals, which muſt ever be 
conſiderable, ſo long as the old guineas remain in circulation. 

The loſs upon coining ſilver is ſtill greater than upon gold; be- 
cauſe, beſides the loſs incurred by reaſon of the lightneſs of the 
gold, the metals in the ſilver and gold coin of Great Britain, are 
not proportional to the value they bear in the London market, 
where they have been bought, as has been ee explained 
already in another place “. 

It is with great difſidence that I . an expedient to a company | 
ſo knowing in the arts and ſcience of trade, for preventing, ina great 
meaſure, this loſs in providing the metals for the uſe of circulation. 
The bank is directed by long experience, and by a knowledge of 
many facts and circumſtances hid from me; and which, therefore, 
cannot combine into a theory founded chiefly. upon reaſon. 
Ihe expedient I propoſe has been pointed out in the preceeding 
parts of this inquiry, and Lonly recapitulate it briefly in this place, 
to recal it to mind while we are on the ſubject of the bank. of Eng- 
land. | 
PFirſt, then, while the coin 1s of unequal weight, the _ of he 
currency never can be permanently the ſame. Did the bank ſeri- 
ouſly ſet about forming a plan for the reformation of the coin, 1 
have no doubt but government, as well as the voice of the nation, 
would go along with it in Is. the execution or noble A 
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See Book III. Chap. 21, Queſt. 7. 
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| che fecond firp I'would recommend, is that government ſhould 


enable the bank to eftablith a fund in Holland, Antwerp, Kabi 


burg, and perhaps at Cadiz and Liſbon, for borrowing (though at 
a high intereſt) ſums of money equal to what * de por Eng- 
land to the continent upon certain emergencies.. 
I cannot pretend to lay down any plan for this ee bur 
proceed upon this principle: that if on like occaſions the Britiſh 
government dan ſind credit to borrow ſo large ſums for the uſes of 
War, at a very moderate intereſt, furely the bank of England may 
imitate her example for the uſes of trade; and had ſhe a credit 
abroad, upon which ſhe could draw, I think it muſt nn that 
| the coin of the nation might be kept at home. ar 
have been an eye witneſs to large ſums in new Engliſh Sener 
thrown into the melting pots of the Dutch mints, for tlre fraall 


profit of leſs than 1 per cent. gained by coining them into ducats. 


A ſmall duty impoſed upon coinage in the Engliſh mint, would 
prevent this practice abroad; and then Britiſh coin would "comme 


Tafe back again, upon every return of a favourable balance on their 


trade. At preſent it comes home in bullion, which the bank muſt 


buy dear; the ſtate muſt coin at a conſiderable expence; and the 
bank after all muſt give it to circulation at the mint'price, whith 


is many per cent. below prime colt, as matters 5 have Rood for ſeveral 
years. | F ile 129i 

: From this review of the conſtitution of the bank of England, and 
of the principles upon which it is founded, we may diſcover how 
impoſſible 1 it is, that banks upon mortgage and private credit, can 


ever receive any conſiderable aſſiſtance from it; and how ground- 
Jeſs, all inſinuations concerning its 5 jealouſy of fach companies 
muſt =_ 


neun 


A more natural object of its jealouſy i is that of the London bankers, 


ji who carry on a trade fimilar t to its own, in many refpects, and wWuio, 
in the courſe of their Þulineſs, draw 8 from it very OTE quantities 
of coin. @ | 
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This, however, occaſions no ill will on the part of the bank. 
The trade of London requires the aſſiſtance of all the bankers there, 
as well as of the bank. Were it otherwiſe, the bank, by diſcount- 
ing bills at a leſs profit, might ſoon oblige them to ſhut up ſhop. 
In this view of the matter, eG ATI coin from the bank cannot 
be pre vente. 
The bankers call for a no more than their duda 8 requires. could 
the bank, therefore, circulate the whole trade of London, the con- : 
ſequence would be, to iſſue as much coin as at preſent: and the 
coin which iſſues from bankers, like to that which iſſues from the 


bark, if it be for the uſes of domeſtic circulation, returns to the 


bank in proportion as it iſſues: and if it be for payment of a foreign 
balance, the bank knows well that the expence of providing for 
that, muſt land upon it, in ſpite of every method to prevent it. 
Il I muſt now explain the difference between rhe effects produced 
upon the circulation of coin, by the operations of banks eſtabliſhed 
upon mortgage and private credit, and by thoſe of the bank of 
England, which we have ſaid to be eſtabliſhed upon mercantile 
ſecurity. | 

The conſequence of a bank upon mortgage, is to fill the nation 
with paper money, and to yeduce the quantity of coin to the loweſt 
ſum poſſible. For the truth of this propoſition, I appeal to the ew 
perience of Scotland, and of Rome, where banks upon mortgage, and 
moveable pledges, are found eſtabliſhed. From theſe facts, and from 
the principles of their conſtitution, which is to melt down property 
into money, it follows, that when the credit of ſuch money is well 
eſlabliſhed, the coin, Which is the money of the world, will be 
employed in trading with the world, and the paper, which is the 
money of the ſociety, will be employed in trading with the ſociety. 

The conſequence of this, is, that when the balance of trade runs 
againſt a country where banks upon mortgage are eſtabliſhed, the 
coin firſt, goes out; and when, by borrowing, it can be brought back, 
the intereſt paid for the coin borrowed, adds an additional balance 
dn the ur, until the whole revenue of it becomes the 


N | 
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| property of other nations. From this we may conclude, chat the. | 
eſtabliſhment of ſuch banks is as dangerous a weapon in the hands 
of an idle nation, as an extenſive credit is to the Os ni | 


- 


ſpendthrift. | | : 
But let us conſider the conſequences of ſuch velit: to an i induſ- | 


trious people, who preſerve, upon the average of * trade, a fa- 
vourable balance with other nations. | 
The coin, then, goes out to return, and ſerves as a check upon 
the courſe of exchange. I here ſuppoſe proper regulations in the 
mint, and an entire liberty to export coin. Permitting the exporta- 
tion of coin where you have a mint, for paper to ſupply its place, 
and a favourable balance on your trade to bring it back, is like 
eſtabliſhing two ſhops for the courſe of exchange. If the exchanger 
will not ſerve trade at the price of as and ger the 
coin will do it for him. | 
In ſuch a country, a bank, —— eſtabliſhed, will find great 
profit upon the intereſt of their notes; notwithſtanding of the obli- 
gation to provide, at all times, the quantity of coin neceſſary for 
circulation. All the great objects of trade will then be fulfilled ; 
the reſt mult be left to the operation of political cauſes. 
If the balance of the trade of ſuch a country ſhould have the effect 
of bringing in an addition of coin, which, becauſe of the paper, 
would become unneceſſary for circulation; this coin, or the value 
of it, will either be added to their ſtock in trade, or will be lent to 
other nations. This is the caſe of the Swiſs: they are an induſtrious. 
and a frugal people; they receive annually from their trade, and 
from the ſervice of their citizens in many countries in Europe, a 
conſtant addition to their wealth, more than their Fade demands, 
which they lend to their neighbours ; by theſe means they increaſe 
the revenue of the ſociety; and this increaſe has effects almoſt 
ſimilar to an extenſion of their territory ; becaule it is a means ot 
increaling their population beyond the proportion of the natural 
produce of their lands; and the food they import from, Germany 
and other countries, is paid with the money which ariſes from the 
g 4 | inter elt 
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conſequences of credit and circulation. 4. " 
Ina country where a mercantile bank is : eſtabliſhed, as — 


down of property is greatly circumſcribed; ang conſequently coin 


becomes more _neceſlary. 1455 

Me have often faid, that a e W eee muſt con- 
ſtantly bear a proportion to alienation. Circumſtances will deter- 
mine what proportion of coin and what proportion of paper will be 
neceſſary for carrying it on. Theſe circumſtances, under banks of 


circulation upon nes A paper ſo much that little coin 


is required. ; 

Let us now examine how far hs paper of a mercantile bank, like 
that of England, tends to ſupply the demand of circulation. 

Were no bank eſtabliſhed at CY all bills would be paid, or 
diſcounted in coin. 

The bank, therefore, melts down into paper money all the bills 
diſcounted by them, and throws it into circulation. 

It alſo melts down into paper all the ſums it advances cither to 
government, or to the great trading companies. In this reſpect it 
acts upon the principle of banks upon mortgage. 

It alſo melts down into paper all the intereſt upon the public 
funds diſcounted at the bank. All this ſum of paper iſſues from 
the bank into the city of London, and WAY IR the 
circulation of that great capital. 


Let us next examine how this paper can find its way into hs | 


country of England, there to ſupply the uſe of coin. 


The whole conſumption of Londomtor meat, beer, fire, and an 


infinity of articles of manufacture for domeſtic uſe and herengo 
exportation, comes from the country of England. 

Did the country owe nothing to London, the ſums du for at 
commodities would be ſent into the county in the current circula- 
tion of London, which, by what we have ſeen, ablor bs a very 

large quantity of paper. | bets | 

But ve have ſaid above, that the whole amount of taxes, almoſt, 
is remitted to London in bills: this could not be the cale, were not 

VOI. IL „ 8 the 
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intereſtiof what they have lent abroad: All theſe OY _—_— 
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the capital conſtantly indebted to the country. This circumſtance 
confines the circulation of bank notes chiefly to London, and ſome 
other cities, to which the inhabitants of London reſort, and whi- 
ther they carry in their pockets the money of the capital, viz. bank 
notes. For theſe reaſons, bank notes can never be common in the 
country: and if, at any time, a ſcarcity of currency there, proves 
hurtful to induſtry, the defect cannot be remedied but by eſtabliſh- 
ing banks of circulation upon ee. in the principal towns of 
England. 
It may be here objected that fuch a regulation in England, where 
there is already ſo great a bank ſettled on different principles, might 
draw along with it the following hurtful conſequences, viz. 
190, By 1 8 ha g the circulation of paper it would ſend off the 
coin. 
2d, The taxes would be paid in this paper, which could not be 
received at the bank of * and that would throw che whole 
nation into confuſion. | 
To which I anſwer, 1. That if a coin were ſent off, it would 
xcturn, as has been ſaid, while the trade of England flouriſhes: and 
2. That this new bank paper coming in place of the coin, would 
no more be ſent to London than coin is ſent now. The debts due 
by the country for taxes, would be compenſated by the reciprocal 
debts due by London for ſubſiſtence, &c. and the compenſation 
would go on as at preſent by bills: but were the caſe otherwiſe, 
and did a change of circumſtances oblige the country to make de- 
livery in coin to London, the holders of the country notes would 
conſtantly, as is the caſe in Scotland, have recourſe to the bank 


-- ..,, Cltabliſhed in the diſtrict, for the coin wanted to be ſent to London. 


When I accidentally, as at preſent, happen to apply a principle 
to a particular caſe, whereby an innovation is implied, I conſtantly. 
tear a ſecret rebuke from many impatient readers: I therefore beg 
a little indulgence upon account of my good intention, which is 


only to ſupport ideas to be approved of, or rejected by thoſe who 


have the capacity to form plans upon them, and power to "os them 


in Cxecution, 
* 


. 
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C HA P. XXII 


of the firſt Eftabl; ſoment of Mr. Law s Bank in France, in the 
| Year 17 16, 


N deducing the principles of credit, I have it chiefly in view, to 
4 fetin a fair light, the fecurity upon which paper-money is eſta- 

bliſhed : and as I imagine, this important branch of my ſubject 
will ftill be rendered more intelligible, by an example of the abuſe 
to which this great engine of commerce is expoſed, I now propoſe 
to give my reader a ſhort account of the famous bank of circula- 7 
tion firſt eſtabliſhed in France by Mr. Law ; but afterwards proſti- 
tuted (whether by deſign, or by fatality, I ſhall not here deter- 
mine) to ſerve the worſt of purpoſes; the defrauding the creditors 
of the ftate, and a multitude of private perſons. 

So dreadful a calamity brought upon that nation, by the abuſe 
of paper credit, may be a warning to all ſtates to beware of the 
like. The beſt way to guard againſt it, is to be appriſed of the 
deluſion of it, and to ſee through the ſprings and motives by which 
the Miſſiſippi bank was conducted. 

After the death of the late King of France, Louis XIV. the debts 
contracted by that Monarch were found to extend to 2000 millions 
of livres, that is, to upwards of 140 millions ſterling. 
lt was propoſed to the Duke of Orleans, regent of the king- 
dom, to expunge the debts by a total bankruptcy. This propoſal 
he rejected nobly; and inſtead of it, eſtabliſhed a commiſſion 
(called the Viſa) to inquire into the claims of ſuch of the nation's 
creditors as were not then properly liquidated, nor ſecured by the 
appropriation of any fund for the payment of the intereſt. 

n the courſe of this commiſſion, many exorbitant frauds were 
diſcovered; by which it appeared, that vaſt ſums of debt Had been 


contracted, for no adequate value paid to the King. 
N | HR After 
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After many arbitrary proceedings, , this commiſſion threw the 
Wong's debts, at laſt, into a kind of order. | 

Thoſe formerly: provided for were. all ita at 4 tio cent. The Cre- 
ditors to the. amount of ſix hundred millions, which had not been 
=: liquidated, nor provided for, had their claims reduced, by the 


commiſſion, to two hundred and fifty millions; for which they 


obtained notes of ſtate, (Bullets d'chat, as ders were called) bearing 
an intereſt of 4 per cent. 1 

Theſe operations performed, the total debts of the late King 
were reduced to the ſum above mentioned; to wit, two thouſand 
millions; 3 bearing an intereſt of 4. ger cent. Or cighty, millions per. 
annum. 

| From the neceſſities of government, and the diſtreſſed ſituation 
of the kingdom, this intereſt, was ill paid: and there hardly re- 
mained, out of an ill paid revenue, where with to defray the ex- 
pence of the civil government. 

About this time Mr. Law preſented. to the Regent the plan of A. 
bank of circulation. 

For the better underſtanding this affair of Mr. Law' 8 bank, and 
the views he had in eſtabliſhing. it at that time, I muſt give a ſhort 
account of the moſt material variations of the French coin, before 
and after the King's death, 1ſt September LINN which I ſhall 


make as ſhort as poſlible, conſiſtently with ee 


en 3 xx. 


Aber of as variations of he R coin, nk time hefen and 
after the death of Louis XIV. 


N 17c9, there was a new general coinage in France ; by which 
operation the King gained 2 23 i'r per cent. upon all the ſpecic 
coined, Tot, vol. 1. p. 9 


Out 
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Out of the marc of ſtandard gold were coined 30 louis d'ors, of 
20 livres denomination each. Out of the marc of ſtandard filver, 
8 crowns, of 5 livres denomination each: ſo that the ſilver was 
put at 40 livres the marc.—But, - 

By edict of the month of September 1713, the old King ap- 
pointed a diminution of the denomination of filver and gold coins; 
by which, after eleven ſucceſſive changes, the coin of France was 
ordered to. be brought down, from 40 livres the marc, to 28: fo 
that the 8 crowns, which were called 40 livres in the month of 
September 1713, by the 2d day of September 1715, (the day after 
the King's death) were to be called only 28 livres. I ſay called, be- 
cauſe certainly the crowns had ſuffered. no variation. bur in their 
name. 

On the 13th of ha 1715, (a few days before the king s death) - 
he iſſued a. declaration; ordering that for the future the coin 
ſhould remain at 28 livres per marc. | 

From this I conclude, that his intention was to leave, at his 

death, the coin of his kingdom of the ſame ſtandard he had found 
it to be at the beginning of his reign, and at which he had pre- 
ſerved it invariably, during the flouriſhing ſtate of his kingdom, 
for the ſpace of 46 years; that is, until the year 1689. 
He could not fail to be ſenſible of the infinite prejudice occa- 
ſoned to debtors and creditors . by the variations he had practiſed 
upon the coin from 1689. 

To chis ſtandard, then, it was brought the very day after his 


death, and no ſooner: therefore his debt of two thouſand millions of 


livres ſhould regularly be eſtimated according to that rate; or at 
about 40 ſhillings ſterling for every 28 livres: 40 ſhillings being, 
within a trifle, the value of 8 ounces or one marc of ſtandard 
ſilver, Paris weight. | 
At this rate of converſion, the two thouſand millions were equal 
to 142,857,140 U. ſterling. g | 
Soon after the King's death, on the 2d of Tanks 1716, the new 


miniſtry iſſued an edict, which rotally deſtroyed all. This was the 
| 5 moſt 


—— SR rea reinocath 
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moſt extraordinary operation, I believe, ever invented; and to it 


was owing the eſtabliſhment of Mr. Law's bank 1 xi therefore 


explain it. * 


There had been no o general coinage ſince 17093 the louis d'or 
had then been coined at 20 livres, and the crowns at 5, as has been 
faid. The edict of ad January 1716, ordered a new general coin- 
age, on the ſame footing, both as to weight, fineneſs, and deno- 
mination, as that of 1709: the only difference was, that the firſt 
had an old man's head upon it; i the other had that of a e of 
* years Old. 

” By this firſt operation, there was an end put to the forftiby' dimi- 


' nutions on the denomination of the coin; which was now raifed 


again to 40 livres the marc, as in 1709 *. This is nothing : 

There being no difference between the old coin and the new, 
except the ſtamp, the old coin was called in, and a new face was 
ſtamped on the very ſame pieces. But when the louis ors were 
called in, they were received at the mint at no more than 16 livres ; 


and by a ſtroke of the wheel, they were, in an inſtant, converted 


. 9 


into 20 livres, the denomination of the new coin. 
Thus a perſon who brought 20 old louis d'ors to the mint, re- 


ceived back 16 of his own 20, new ſtamped, and no injuſtice was 
ſaid to be done, from this demonſtration of miniſterial algebra, 


viz. 16X 20=20 x 16, Can any thing be more clear and inftruc- 


tive! Some of my readers may not give credit to this; but it 18 
true nevertheleſs, —— 
Under theſe circumſtances, it was natural for the ee en 
wiſh. to diſpoſe of their old coin, at any other market than at the 
King's mint. They did what they could to {ſmuggle it to Holland ; 
where the induſtrious Dutchman ſtamped a 16 livre piece with the 


| head of a child, as well as the King of France could do, and ſent 


* Here is alſo an operation upon debts. The day before this «di; that is, the 1ſt 
of Januafy 1716, the value of the King's debts was (as has been ſaid) above 142 
millions ſterling : but an edict comes, raiſing the coin to 40 1;vres per mare ; and con- 
lequent'y, reducing the debts to the value of 100 millions ſterling. 

it 
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it back to France for a 20 livre piece. Theſe operations were pre- 
vented as well as government could z and every method was tried 
to force in the old coin to the mint. 

Mr. Law judged this a very proper occaſion to form the plan of a 
* of circulation, upon the principles we have already explained. 

He gave in his ſcheme to the Duke of Orleans; by whom it was 
approved of; and the bank was eſtabliſhed the 2d of May of the 
ſame year 1716. 

The firſt thing Mr. law did, was to buy up with bank notes this 
old coin, at a price above what the mint gave, but many per cent. 
below the proportion of its value: his paper (payable in the new 
coin at 40 livres per marc) was run upon for this, as well as other 
reaſons; and an immenſe profit enſued. 

Ik)his anecdote, I think, is curious, and tends to unfold Mr. Law's | 
combinations, in the propoſal he made to the Duke of Orleans for 


erecting a bank at this period of time. 


Continuation of the Account of Law's Bank. 


HE bank accordingly was eſtabliſhed in favour of Law and 
Company, by letters patent, of the 2d of May 1716. The 
Company was called, the General Bank ; and the note run thus : 

The bank promiſes to pay to the bearer at fight — livres, in coin 
of the ſame weight and finencſs with the coin of this was. value 
received at Paris. 

The firſt fund of this buck 3 in 1200 actions (or ſhares) 
of one thouſand crowns, (or 5000 livres) bank money; in all fix 
millions; the crown being then 5 livres, 8 to the marc; filver 

coin 
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com at 40 livres per marc, as has been ſaid which makes this 
livre juſt worth one ſhilling ſterling: conſequently, che ſhares 
were worth 2 50 . hae and he n ſtock n. — _ 
1 - ſterling. | 

By the clauſe in ak note, iy an the honda was obliged Powers 
according; to the then weight and fineneſs of the coin, thoſe who 
received their paper were ſecured againſt the arbitrary meaſures 
common in France of raiſing the denomination of the coin; and 
the bank was ſecured againſt the lowering of it. In a ſhort time, 
moſt people preferred the notes to the coin; and accordingly they” 
yours for. I per cent. more than the coin itſeif. 

This bank ſubſiſted, and obtained great credit, until the iſt of . 
nuary 1719: at which time the King reimburſed all the proprietors 
of the ſhares, and took the bank into his own n . che | 
name of the Royal Bank *. | 

V Upon this revolution, the tenor of the note was 1 . 
ran thus: The bank promiſes to pay to the bearer, at OT 
livres, in filver coin, value received at Paris. 

By this alteration, the money in the notes was made to keep 
pace with the money in the coin; and both were equally affected 

| by every arbitrary variation upon it. This was called, rendring 

the paper monnoie fixe; becauſe the denominations contained in it 
did not vary according 10 the variations of the coin: I ſhould have 

called it monnoze variable; becauſe it was n to en with 
reſpect to its real value. . 

/ Mr. Law ſtrenuouſly oppoſed this LE in 1 the bank notes. No 

| wonder ! it was diametrically oppoſite to all principles of credit. 

It took place, however ; and no body ſeemed diffatisfied : the na- 

tion was rather pleaſed: fo familiar were the variations of the com 
in thoſe. Wy that no body ever Weder any 173 with regard 


* Here the bank departed from the principles of private ad weten credit, 

vpon which Law had formed it; and proceeded upon thoſe of public credit. Public 

credit in France is-the credit of the Sovereign; the ſolidity of which re e 
he waxims which lie fo lows in the courſe of his adminiſtration. 


FE 


* 


to 


5 


char. XXV. OF POLITICAL OECONOMY. 241 
to coin or money, but its denomination : the conſequences of the 
variations in the value of denominations, upon the accompts be- 
tween debtors and creditors, were not then attended to; and the 
credit of the notes of the royal bank continued juſt as good as 
that of Mr. Law; although the livres in hir contained a determi- 
nate value; and the livres in that could have been reduced at any 
time to the value of halfpence, by an act of the King's authority, 
who was the debtor in them. Nay more, they in fact ſtood many 
variations during the courſe of the ſyſtem, without ſuffering the 
ſmalleſt diſcredit. This appears wonderful; and yet it is a fact. 
Political writers upon the affairs of France at this period, ſuch 
as De Melon, Savarie, Dutot, and others, abundantly certify the 
incredible advantage produced by the operations of Mr. Law's 
bank ; and the chain of events which followed, in the years 1719, 
and 1720, when it was in the King's hands, ſhew to what a prodi- 


gious height credit aroſe _ the firm foundation laid by Mr. 
Law Te 


— 


But 


2 Dos ſpeaking of d the great 1 of paper in notes and actions, throws out . 
veral reflections, in the paſſage I am now to tranſcribe from him, which, at the ſame 
time that they prove the great advantages reſulting to France from the eſtabliſhment of 
credit among them, abu: dantly evince how lame this author's ideas were concerning 
the principles of paper credit, and of circulation. He fays, (vol. ii. p. 205.) * This 

+ papey was indeed juſt ſo much real value, which credit and confidence had created, 
in favour of the ſtate; and by this ſum was circulation e ee 1 
of all the coin which was then in France.“ | 

Upon this revolution, Plenty immediately diſplayed berſelf through all the towns, 
and all the country. She there relieved our citizens and labourers from the opprel- 
** ſion of debts, which indigence had obliged them to contract: ſhe revived induſtry ; 
++ ſhe reſtored that value to every fund, which had been ſuſpended by thoſe debts ; 
+ ſhe enabled the King to liberate himſelf, and to make over to his ſubjects, for more 
thaa fifty-two millions of taxes, which had been impoſed in the years preceeding 
** 171g and for more than thirty-five millions of other duties, extinguiſhed during 
the regency. This plenty ſunk the rate of intereſt 3 cruſhed the uſurer; carried 


the value of lands to cighty and a hundred years purchaſe ; raiſed up ſtately edifices 
Non 1 „ both 
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| 20 alas! the fuperftructure, then, became 6 far beyond" the 
| proportion of the foundation, ar the Whole fabfic fell to faite, 
and involved a nation, juſt emerging from bankruptcy and inan 

tion, into new calamities, almoſt equal to the former. | 

As long as the credit of this bank ſubſiſted, it appeared to the: 
French to be perfectly ſolid. The bubble no ſooner burſt, than the 
whole nation was thrown into aſtoniſhment and conſternation. 
No body could conceive from whence the credit had ſptung ; what 
had created ſuch mountains of wealth in ſo ſhort a time; and by 
what witchcraft and faſcination it had been made to > CUAPPEAF 1 in 
an inſtant, in the ſhort period of one day. 

Volumes have been fince writ in France, by men of ſpeculation, 
in order to prove, that it was a want of confidence in the public, 
and not the want of a proper ſecurity for the PRs. which occa- 
ſioned this downfal. 

This, if we judge by what Ras been writ, has been the Sehe 
opinion of that nation to this day: and ſince it was found impoſ- 
fible, in France, to create confidence in circulating paper, which 
had No ſecurity for its value, many people there, and ſome ech 


<« both in town and country ; W 10 the old, which were falling to ruin; 0 
« the ſoil ; gave a value to every fruit produced by the earth, which before that time 
« had none at all. Plenty recalled thoſe citizens, whom miſery had | forced to ſeek 
+ their livelihood abroad. In a word, riches flowed in from every quarter. Gold, 
©« filver, precious ſtones, ornaments of all kinds, which contribute to luxury and mag- 
* nificence, came to us from every country in Europe. Whether theſe prodigies, or 
** marvellous cfiecis, were produced by art, by, confidence, by fear, or by whim. if 
++: ou pleaſe, one mult agree, that that art, that confidence, that fear, or that whim, 
** had operated all thele ele which the antient adminiſtration never could have 
produced. 

What a difference in the ſituation of France at the beginning of the regency, 
andi the ſituation in which ſhe was in November 1719! | 

Thus far the ſyſtem had produced nothing but good: every thing Wis cbm 
6 mendable, and worthy of admiration,” & \ N are "the ſentiments of TR con- 
cerning this ſyſtem of paper credit, 1097 210 N07JY DIL aSE ,2994g dug 

5 . among 
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among ourſelves, conclude, that a great, part of the wealth of 
Great Britain, which conſiſts = 1 well f . Hurd, is Tac dr and 


fiftitious. Ne 
| ſhall gow P roceed 10 ſet before my reader the great lines uf the | 


royal Miſſidippi bank of France, from the 1ſt of January 1719, to 
the total ayerthrow of all credit, upon the fatal 21ſt day of Ma 
1720, This was a golden dream, in which the French nation; an 
a great part of Fraps was plunged, for the ſhort 1 of 566 
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CHAP. XXVI. 


Account of the Royal Maſiſippi Bank of N e iſhed on 
1 ublic Credit. 


TN order to unravel the chaos of this affair in a proper manner, 

it will not be amiſs to begin by giving the reader an idea of 
the plan which naturally might ſuggeſt itſelf ro the Regent of 
France, from the hint of Mr. Law's. bank. By the help of this 
clue, he will be the better able to conduct himſelf through the 
operations of this em, as the French call it. 

The Regent perceived, that in conſequence of the credit of Law's 
bank, people' grew fond of paper-money. The conſequence of 
this, he ſaw, was, to bring a great quantity of coin into the bank. 
The debts of France were very great, being, as has been ſaid, 
above 2000 millions. The coin, at that time, in France, was 
reckoned at about 1200 millions, at 69 livres the marc, or 40 mil- 
lions ſterling. The Regent thought, that if he could draw either 
the whole, or even the greateſt part of this 1200 millions of coin 
into his bank, and replace the uſe of it to the kingdom, by as 
much 3 ſecured upon his word, that he ſhould then be able 


1 | :-t0 
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to pay of, with it, near one half of all the debts of France: and by 
thus throwing back the coin into circulation, in Paying off the 
debts, that it would return of itſelf into the bank, in the courſe of 
payments made to the ſtate; chat credit would be thereby ſup- 
ported, as the bank would be enabled to pay in coin the notes as 
they happened to return, in the courſe of domeſtic circulation. 
This was both a plauſible and an honeſt icheme, relatively to a 
Duke of Orleans, whom we cannot ſuppoſe to have been maſter, of 
the principles of credit; and very practicable in a country where 
there was ſo great a quantity of coin as. 40 millions ſterling, and a 
well eſtabliſhed credit in the bank, which prevented all runs upon 
it from diffidence. Nothing but a wrong balance of trade could 
have occaſioned any run for coin; becauſe, for the reaſon already 
given, the paper bore for the moſt part a premium of 1 per cent. 
above it. | 
" Accordingly, during the whole year 1719, the credit of the royal 
bank was without ſuſpicion, although the Regent had, by the laſt 
day of December of that year, coined of bank paper, for no leſs a 
ſum than 769 millions, reckoning. in 59 millions of paper, which 
had been formerly iflued by the general bank of Law and company; for 
which he had given value to the proprietors, when he took the. gk | 
into his own hands, as we have ſaid above. 15 
I muſt here obſęrve, that by this plan of the ene dw was, 
in one ſenſe, a kind of ſecurity for the notes iſſued. So far as they 
were iſſued for coin brought in from the advanced value of the 
paper; this coin was the ſecurity: in the ſecond place, when the 
coin was paid' away to the creditors of the ſtate, the Regent with- 
drew the obligations which had been granted to them; and al- | 
though 1 allow that the King's own obligation withdrawn, was no 
ſecurity to the public, who had received bank notes for the pay- 
ment; yet ſtill the intereſt formerly paid to the creditors, Was a 
fund out of which, upon the principles of public credit, the annual 
intereſt for the notes was ſecured. Had; indecd, the French nation 
W i upon what bottom the ſecurity for the paper ſtood, during 
4 the 
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che year 1 r. perhaps the credit of the bank might eve been 


rendred precarious; but they neitlier ſaw it or fought after it: and 
the men of ſpeculation were all of opinion, that as long as there 


was no more paper iſſued by the bank than there was coin in the king-. 


dom, there could be no harm done. Of this any perſon who has 
read Dutot, de Melon, Savarie, and others, will be perfectly ſatis- 
fied *. And I deſire no farther proof of the total ignorance of the 
trench in matters of this kind, than to find them agreeing, that 


bank paper is N good, providing there be coin in the nation 


FF be is Sa to find bow gravely Meſſrs. de Melon nd Dutot reaſoned con- 
cerning the nature of paper money, and the effects of changing the value of the coin. 
They, both ſeemed to agree that a livre was a livre whether it was the 28th or the zoth 
part of a marc of ſilver, whether it was a denomination upon paper, well or ill ſecured, | 
no matter which, 


The whole reaſoning turned merely on the queſtion, who were robbed, and who 
fantaſtically enriched by ſuch abſurd operations upon the coin of a country ? 

The jargon of ſuch men certainly contributed a great d-al to darken the underſtand- 
ings of the miniſtry at this time; and to make them believe that the affairs of money 
were infinitely more obſcute and more difficult to be underſtood than they really are. 

There are thouſands of examples where mankind; wich their learning and reaſoning, 
have turned common ſenſe into inextricable ſcience; this I think is a famous inſtance of 
it: and it is rendring no ſmall ſervice to the world, to deſtroy, in a manner, whar 
«hers have been at ſo much/pains to eſtabliſh, This is reſtoring common ſenſe to its 
native dreſ:,, in which it beeomes intelligible ro every ont. | 

I know very well that the miniſtry of France have now very different notions con- 
cerning paper credit; but theſe notions have not as yet reached the preſs, except in 
ſome of the King's an; wers to the remonſtrances of the parliament of Paris in 1760. 
theſe an! wers were dictated upon ſound principles, and do great honour to the miniſtry, 

The old notions fill prevailed | in the remonſtrarces of the parliament. This plaialy 
appears from the propoſal they made to the King, at that time, to iſſue paper to the 
amount cf 200 millions, which the parliament was to make good. An expedient to 

avoid doing that which right teafen demanded of them, viz. firſt to ſecure a fund for 
the paper, and chen to bortow upon that fund. This 'propoſal from the parliament, 
and the. SOTO it, . that eredit . _ underſtood in the n 
hag adde Felais. {11} | | 


1 » | 
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19, realize. it, although hat coin he not the property of the hank, 
Dutot, p, 132, 1334}; On the contrarx, it is very evident from 
What has been ſaid, that althaugh there ſhould be a thouſand times 
more coin in a country than the hank paper, ſtill that bank paper 
muſt be a mere dcluſign, and, in fact, of no value whatſoever, 6x7 
| nk ſo far as the bank is poſſeſſed of the value. of it in e ben 
of property or another. t Ort 

And on the other hand, let the bank paper exceed un quantity 
of coin in the proportion of a thouſand to one, yet ſtill it is per- 
fectly good and ſufficient, providing the bank be poſſeſſed of an 
equivalent value in any ſpecies of good property. This I throw in 
here to point out how far the French were, at leaſt at that time, and 
many years after, when Dutot and Melon wrote, from forming any 
juſt notion of the principles of banking. And, I believe, I may 
venture to ſay, that the only reaſon why banks have never been 
eſtabliſhed in France, is, becauſe the whole operation is ſtill a myſ- 
tery to them. I ground this conjecture upon an opinion of M. 
Monteſquieu, who thinks that banks are incompatible with pure 
monarchy ; a propoſition he would never have advanced had he 
underſtood the principles upon which they are eſtabliſhed. 

The next remarkable and intereſting revolution made upon this 
famous bank, was by the arret of February 22, 1720; which conſti- 
tuted the union of the royal bank with the company of the Indies. 
Buy this arret, the King delivered to that company the whole ma- 
nagement of the bank with all the profits made by him ſince the 
firſt of January 1719, and in time coming. Notwithſtanding this 
ceſſion, the King remained guarantee for all the notes, 'which were 
not to he coined without an order of council: the company was to 
be reſponſible to the King at all times for their adminiſtration; 
and, as a ſecurity for their good management, they engaged to 0 
the King no leſs than ſixteen hundred millions of livres. 
Here is the æxa and beginning of all the eee From this 
loan RY ar the EPR bas! 
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But before I proceed to explain the ſcheme of the Regent in theſe 
operations upon credit, I think it will contribute to the clearing up 


of the ſubject in general, to premiſe ſome ſſiort account of the riſe 


and progreſs of this great company of tlie Indies: and to give a 
ſnort abſtract of ſome of tlie moſt memorable tranſactions during 


the Miſſiſippi ſcheme, in the order of time in | which they followed 
one nnn, 


5 0 FA 1 XVII. 
A ftort Account of 12 French 8 wy of the 1 nies, 0 5 


Jan DIN AL de Richilen. that great miniſter to Louis XIII. was | 
the firſt who eſtabliſhed trading companies in France, anno 6afs 
about the time of the fiege of Rochelle. . | 
He then ſet on foot the companies of * Weſt and Eaſt 3 
Several others, viz. one for Canada, one for the Leeward Iſlands, 
and another for Cayenne, were en eſtabliſhed in the be- 
ginning of the reign of Louis . 70 
Theſe companies, before 1664, had. Frequenty <anged ir 
forms, and had ſucceeded very ill. | | 
At that time the great Colbert was in the minim of the 
King's affairs. He engaged his maſter to think ſeriouſly of 'efta- 
bliſhing the trade of his kingdom upon ſolid principles ; for which 
reaſon all the undertakers of the former projects of commerce to 
the new world were reimburſed; and a new ———— Was 
made, called the Compagme des Indes Occidental: t. | 
This excluſtve trade compreliended that of Canada, tlie carbee 
lllands, Acady, Newfoundland, Cayenne, the French continent ot 


America, from the river of the Amazons to that of Oronoko, the 
1 _ coaſts 
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coalts of Senegal, Gorce, and other Bay 
40 Years. TR97 ri cage: Dig art nid 
The ſame year, 1664, there was another co pany formed kerne 


Laſt Indies, of which we hall ſpeak afterwards. 9761 
The greateſt encouragement was given to theſe new eſtabliſ 
ments. Large ſums were advanced by the King for ſeveral. yes 
without.intereſt, and upon condition, that if, at the end. of. chat 
term, any loſs was found on the ages it ſhould fall upon the mo- 
ney due to the King. ih in: 
, On examining into the Weſt rf company”: 's. affairs, Alien zen | 
years adminiſtration, that is to ſay, in the year 1674, it was found, 
that inſtead of profiting of their extenſive privilege, by carrying on 
a regular trade themſelves, they had ſold permiſſions to private 
people to trade with them. | 

This abuſe in the company had, however, * a taſte for 
trade among the French ;. which the King wiſhing to improve, hc 
reimburſed to the company all their expences, added their poſſeſ- 
ſions to his domain, and threw the trade open to his ſubjects. N 
Thus ended the firſt company of the Weſt Indies, called by the 
French, the Compagnie q Oecident. 

After the ſuppreſſion of this company, the Ercnch trade to Ame- 
rica, was carried on and. improved by private adventurers, ſome of 
| which. obtained particular grants, to enable. them to form colonies. 
Of this number was Robert Chevalier de la Sale, a native of Rouen. 
It was be who ſirſt diſcover ed the river Miſliſippi, and who propoſed 
to the King, in 1683, to eſtabliſh a colony there. He loſt his life 
in the attempt. 

Hibervillc, a, Canadian, 50 up me mroies Jan ſoon ed, le 
was ſuccecded by Antony Crozat, in 1712, who had better ſucceſs: 
but the death of the King in 1715, and the riſing genius of Mr, Law, 
engaged the Regent of France to make Crozat renounce his excht- 
ſive privilege of trading. Upon which, by edict of the 6th of Sep- 
tember 1717, was formed the ſecond Companme d'Occident, in favour 
of Mr. Law: to Which was en the fur trade of Canada, Fen, | in 
1 | . 1 the 

| | 7 ; 
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the hands of private adventurers, and the farm of the tobacco, for 


which he paid 1,500,000 livres a year. 
I no come to the laſt India company. 


pl 


I have already mentioned * 1 of it "Io the "rent | 


Colbert i in 1664. 


After his death, want of kipertente k Mels Gs fucceeded him, 


ys of adminiſtration, careleſneſs in thoſe who carried on the 
company's buſineſs, competition between different companies, and, 
in ſhort, every obſtacle to new eſtabliſhments, concurred with the 
conſequences of the long and expenſive wars of Louis XIV. to ren - 
der all commercial projects ineffectual; and all the expence be- 
towed in eſtabliſhing thoſe companies was in a manner loft. . 


In 7510, the merchants of St. Malo undertook the Faſt India com- 
pany. It languiſhed in their hands until 1719, and their importa 


tions were not ſufficient to ſupply the demand of France for India 


goods: for this reaſon it was taken from themy and er 


with Mr. Law's company of the Weſt Indies, in May 1719. abs 

By this incorporation was eſtabliſhed -the grear Company of the 
Tdies, which till ſubſiſts in France: the only monument extant t of 
the famous and unfortunate Law. l 

For the better underſtanding, therefore, what is to follow, let us 
attend to ſome hiſtorical and chronological anecdotes, relative to 
the wonderful operations of this Miſſiſppi bank, and company of 
the Indies. Theſe I ſhall ſet down according to the order of time 


in which they happened, that 1 ek * have TeCourte to 1 


as he goes along. 

Without the help of this table, I ſhould be involved in a kitty 
of thofe events, which however amuſing it might” be to ſome 
readers, would be > ng ron Wn the nature of this in- 


Tory. 
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1709. 
ares . nem pur at 40 lumen the 
1 f TS 


September 1713. The late King eee 
in com to 28 livres the mare, and the gold in: proportion; /:- 1 
Theſe reductions were made gradual: and progreſſive, and: were 
Snake to take place no ſeaner than the ad of September +715. 
Auguſt 171. — oy 
Vas to remain ſtable at 28: livres the manc of fine 0 : DD 
September 1715, The King dies. 39.0 
January 2, 1716. The Regent ak France orders. a new — 
coinage : raiſes the ſilver coin to 40 livres the mare, and calls down 
the old King's coin ee of the ſame WR nn and de- 
nomination) 20 per cur. e 
May 1716. Mr. Law's hr cſtabliſhed.; bank nos coed and 
the old coim bought up at great diſ count. | 
September 6, 1717. Mr. Law's.company « the Weſt wle 
September 4, 1718. He undertakes the farm of tobacco. 
September 22, 1718. The firſt; creation of actions of the 5 
pany of the Weſt to the number of 200, 00 ſubſcribed for in 1 
billets, at the rate of 500 livres per action. 
January 1, 1719. The bank taken from Law, 5 ated ithe 
King. At mis time —_— of mn e eee to 
1 59 millions of livres. 47 bil 
April 22, 1719. A new bes 51 millions of i notes ; in which 
the tenure of the note was changed, and the paper declared monnaic Axe. 
May 1719. Mr. Law's company of the Weſt incorporated with 
the company of the Eaſt Indies; after which it was called the Com- 


pany «1 the Indies, 5 i 
| Jon's „ond naue June 
Jus 1715 | & o 07D 14 vlaa®* 
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June 1719. Created go, ooo ne actions of the nn, com- 


pany; ſold for coin at g gives per aſtion. 
June 10, 1719. Coined of bank notes for 0 millions of livres. 


June 1729. The mint anade oterto the ou any for 50 millions. 
July 1719. Created gs actions as above, fold, for notes, at 
1000 livres per action. 3165174 ai 588103 JAHN AUA N Bort 
July 25, 1719. con «f bank notes for-z40 million 8 

Auguſt 1719. The company obtains the general 3 a 


a dividend upon every action of 200 livres: agree to lend the King 


ſixteen hundred millions at 3 per cem. and kave transferred to them 
48 millions per annum for the intereſt of that ſum . 

September 12, 1719. Coined of bank notes for 120 millions. 

SBeptember 13, 1719. Created nn en A -price 


fixed at 5000 livres per attion.' A 85 0) e 
September 28, 1719. Created 100,900 cee actions, price as de 
former, fixed at 500 livres each. 4 


October 2, 1719. S en > more ations, price as we for- 

mer, at 500o-livres each. g.. 

October 4, 1719. Coined ** 5 Ah 8 ee not i 

vered to the company, 24,000 more actions, which compleated che 

number of 624,000 actions; beyond which they never extended. 
October 24, 1719. Coined of bank notes for 120 millions. 
December 29, 1719. Coined of bank notes for | 129 millions. 


January 1720. Coined of bank notes for - - 21 millions. 2 


February 1720. Coined of bank notes for 279 millions. 

February 22, 1720. pas e of che bank with the n 
of the Indies. 

February 27, 1720. A prohibition by which no one was to o have 
in his cuſtody more than 500 livres of coin. T | 

March 5, 1720, The coin rarfed to 80 livres per marc. | 

March 17, 1720. The coin brought down to 65 livres per marc; and 
gold forbid to be coined at che mint, or n commerce. | 


lixres. ._ .; 
March 1720. Coined of bank notes for an 7 191 803 o 
April 1720. Coined of bank notes for 792 474 720 


May 1, 1720. Coined of bank notes for - 642 395 190 
KK 2 N May 
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May 27, 1545: The dendtninationi of tlie paper dim iniſhed by 
Der unit, nch, il An ankam Paras end dent 


made the bubble burſt. 10119 561 01 bigg yteloger: wy boob 
At this period had been coined of hands: notes to the! SWOIY 


ird 9113 10 ming 9113 bas 2 3 livres. 
ſum of boiibor ili. Jom 3 To: 2 WEE: 000 


Of which, had been iſſued 2916 1G 200 5885 . 223508 3598 


RNemained in the bank d J 316470 
5 192 Dutot, Vol. I. p. 144. Vol. II. p. 2079. 
May 27, 1720. The arret of the 21ſt of this month be Poly 
the paper reſtored to its full denomin atio... 
May 29, 1720. The coin raiſed to 82 livres 10 ſols per mare. 
June 3, 1720. 400, oo actions belonging to the Regent are 
burnt; and the 24,000 more, which were created October 4, 1710, 
ſuppreſſed; alſo 25 millions of the intereſt formerly granted to the 
company for their loan of 1600 millions, retroceded by the com- 
pany and conſtituted again upon the town-houſe of paris. 

October 10, 1720. All bank notes are ordered, by arret of this 
day, to be ſuppreſſed, if not brought to the bank before the iſt of 
December folloifng, d in order 10 be paid in manner therein 


ſpecified, id 03 Bae Tlie ante 
1 11 %%% 11] 3164 5037- 61 #34 I. 
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ln hin pil on HAP. XXIX, 


a of the Account. of the Regal. Bank of he until the 

time that the Company of the Indies promiſed a Dividend of 200 
Lores per Aion. 

Gk Den 

2 HESE things prenuiſcd, what 4 will, I. hope, be * 

0 '1 underſtood. 11 0128 Fee 

80 ſoon as the * of 5830 perceived the ona rx: Teles 


produced by Mr. Law's bank, he immediately reſolved to make uſe 
of 
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af that: engine, fen ęlearing the King's. revenyerf a part of che un- 
| ſupponable load of 80 millions of yearly intereſt, due, We * | 


deed very irregularly paid, to the creditorçrws. - 
It was to compaſs this end, that he nee Law the com- 
pany: of the Weſt Indies, and the farm of the tobacco. 

"To abſorb 100 millions of the moſt diſcredited articles of tlie 
King's debts, 200,000 actions or ſhares of this company were created. 
"Theſe were rated at 500 livres each, and the ſubſcription for the 
actions was ordered to be paid in billets detat, fo much diferedited 
by:reaſon of the bad payment of the intereſt, that 500 livres, nomi- 
nal value in theſe billets, would not have fold, upon change for 
above 160 or 170 livres. In the ſubſcription they were taken 
for the full value. As theſe actions became part of the company's 
ſtock, and as the intereſt of the billets was to be paid to them by 
the King, this was effectually a loan from the company! £9; the 
King of 100 millions at 4 per cent. 


The next ſtep was to pay. the intereſt 3 to K t | 


Upon this the actions which had been bought for 170 livres, rea] 
value, mounted to par, that is, to 500 liyres. |_|. 

This was aſcribed to the wonderful operations * che hank s 
whaterd it was wholly owing to the regular payment of the intereſt. 

In May following 1719, the Eaſt India company was incorporated 
with the Welt India company: and the 200,000 actions formerly 
| created, were to be entitled to a common ſhare of the profits of the 
joint trade. 

But as the ſale of the firſt actions had cedduced no liquid value 
which could be turned into trade (having been paid for in ſtate 

billets) a new creation of 55,000 new actions was made in Jane 
1719, and the fubſcription n at 880 livres payable in effective 
coin. 

The confidence of the oublic in Mr. hn was at this time ſo 
great, that they might have ſold for much more: but it was judget 
W be to Vows Me CONE to this ſum ; leaving the price 
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of the actions to riſe in the market, according a mand, i 
of the original ſubſcribers. e IM 1 1 
This money amounting to 27 500 oo e in Win, was to be 
employed in building of Tips, and other preparations for EArTTANg - 
on the trade. 
The hopes of 'the Fable were ſo much raiſed bs the Aneuablc 
appearance of a moſt lucrative trade, that more anos. "ue 
Weinen. RY 
"Accordingly in a month after (July 1719) another creation was 
. of 50,000 actions; and the price of them fixed at 100 livres. 
It muſt be obſerved, that all actions delivered by the company ot 
the Indies, originally contained an obligation on the company for 
no more than 4 per cent. upon the value of 5090)livres, with a pro- 
portion of the profits on the trade; ſo that the riſe of the actions pro: 
ceeded entirely from the hopes of thoſe great profits, and from the 
ſinking of the rate of intereſt; a conſequence of the plenty af. mo- 
ney to be lent. 
But beſides the trade, what raiſed M9 value at this ©: Rig was, 
that juſt before the laſt creation of actions, the King had made over 
the mint to the company for a conſideration of 50 millions of livres; 
and this opened a new branch of profit to every one intereſted. 
The fale of the laſt coincd actions taking place at 1000 livres each, 

ſo great a riſe ſeems to have engaged the Regent to extend his 
views much farther than ever. To ſay that he foreſaw what was 
to happen, would be doing him the greateſt injuſtice. He foreſaw 
it not, moſt certainly; for no man could foreſee ſuch complicated 
events. But had he conducted himſelf upon ſolid principles; or by 
the rules which, we now ſay, common Honeſty required, he certainly 
never would have countenanced the ſubſequent operation. 
The fourth creation of actions was in the beginning of rere 
ber 1719. | 
In the interval between the third and the four th creation, Hg 
Regent made over the general farms 10 the company, who, paid 
three millions an a half advanced rent for them, And the com- 
RR | pany 
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pany obliged” themſelves to lend tl e King (including the _— mil- 
Hons already lent upon. the firft creation of actions) the immenſe 


ſum of 1600 millions at 3 per cent. that is, for 48 millions intereſt. 


Now it is very plain, that before the month of September 1719, it 
was impoffible they could lend the King fo. great a ſum, 


4 


They had already lent him, in September 1718, 100 millions, by 
taking the Billers detat for the ſubſcription of the firſt creation of 
actions; the ſecond creation had produced com, laid out in mercan- | 


tile preparations ; and the third creation of actions, at the ſtandard 
value, was worth no more than 50 millions of livres: this was 
their whole flock. Where then could ey find 1500 millions more 
wolend? 

I therefore FO EY that at has time, the combination which I 
am now to unfold, muſt have, more or leſs, taken place between 

the Regent and this great company. _ | 

the public was abundantly imbibed with the notion of the pros 

digious profits of the company, before they got poſſeſſion of the 
general farms. No ſooner had they got that new ſource of riches 
into their hands, than they promiſed a dividend of no leſs than 200 
hvres on every action, which was ten times more than was divided 
on them when at firſt created. 
The conſequence of this was, that (ſuppoſing the dividend per- 
manent and ſecure) an action then became as well worth g livres 
as at fr it was worth 500 livres; accordingly to 5009 did it riſe, 
upon the promiſe of the new dividends. 

But what could be the motive of the company to promiſe this 

dividend, only three months after their eſtabliihment? Surcly, not 
| the profits upon a trade which was not as yet opened.  Surcly, not 
the profits upon the King's farms; for theſe profits it was grfar'y 
their intereſt to conceal. 

Their views lay deeper. The Regent perceived that the ſpirit of 
the nation was too much inflamed, to ſuſſer them io enter into an 
examination of the wonderful phenomena anling from the eila- 
bliſhment of the bank, and company of the Indies. If che com- 


pany 
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res dividend, the public concluded that their 


pany promiſed. 200 Urres 
profits would enable them to pay it; and really i in "a 9 tug 
the public might be excuſed. 

The plan, therefore, concerted een this Regent and che tune 
pany ſeems to have been, to raiſe the actions to this great value, 
in order to ſuſpend a greater quantity of notes in circulation. 

This was to be accompliſhed, 1. by the Regent's purchaſing the 
actions himſelf from the company; 2. by borrowing back the notes 
he had paid for them, in order to fill up the loan which the com- 
pany had agreed to make; 3. to pay off all the public creditôrs 
with thoſe notes ſo borrowed back; and 4. when the nation was 
once filled with bank paper, to ſell the actions he had purchaſed 
from the company, to withdraw his own paper, and then deſtroy it. 

By this. operation the whole debts of France were to be turned 
into actions ; and the company was to become the public debtor; 
inſtead of the King, who would have no more to Pay wu 48 mil 
lions of intereſt to the company. kat 

By this operation alſo, the Regent was to o withdraw all the bank 
| notes which he had ifſued for no other value but for the payment 
of debts; which notes were demandable at the bank; and for the 
future, he was to o iſſue no more EL ſuppoſe) but for VINE * 
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CHAP. XXX. 


1 5 into the ns of the Duke of Ortkans in ah the 
Plan of the Miſſiſippi. 


OW if we examine the motives of the Regent, with regard to 
this plan, and ſuppoſe that he forefaw all that was te happen 
in conſequence of it; and if we alſo ſuppoſe that he really believed 
that the company never could be.in a ſituation to make good the 
7 . dividend 
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dividend of 200 livres, which they had Promiſed upon their actions; 
in a word, if we put the worſt interpretation upon all his actions, 
we muſt conclude that the whole was a moſt conſummate e of 
knaver. 

But as this Sn not. appear APR either by the ſ ucceeding 
operations, or ultimate conſequences of this ſcheme, 1 am loth to 
aſcribe, to that great man, a ſentiment ſo oppoſite to that which 
animated him, on his entrance upon the regency, when he nobly 
rejected the plan propoſed to him for expunging the debts alto- 
gether. 

I may e ſuppoſe, that he might believe that the com- 
pany.to whom he had given the mint, the tobacco, the farms, and 
the trade of France, and to whom he ſoon after gave the general 
receipt of all the revenue, might by theſe means be enabled to 
make good their engagements to the public. I ſay, this may be ſup- 
poſed ; in which caſe juſtice was to be done to every one; and the 
King's debts were to be reduced to 48 e a year, inſtead or 
80 millions. 

That this is a ſuppoſeable A I gather from Dutt who en 
us an enumeration of the revenue of the company, vol. I. p. 162, 
as follows: „ 

Revenue of the Company of the Indies. 


Intereſt paid to the company per annuum 48 000 
Profits upon the general farm 15 oo 000 
Ditto upon the general receipt of other taxes - 1 500 000 
Ditto upon the tobacco ee 2 000 ooo 
Ditto upon the mint - _ 480 000000 
| Ditto upon their trade 3 10 000 000 
i : : . | OE! © ge Lak 
In all of yearly income -  - - <- =- 80500000 


Now if we ſuppoſe the intereſt of money at 3 per cent. this ſum 
would anſwer to che capital of 2664 millions, which was more than 


all the, n the ee for meh. nd were to become an- 
werable. n 4 2 » +4 
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Upon this view of the matter, I ſay, it war poſſible, that the Re- 
gent might form this plan, without any intention to actrand, the 
creditors 3 and more I do not pretend to affirm. |  , E 2M 

1 have ſaid that he purpoſely made the company raiſe the Price 
of their actions, in order to draw more notes into circulation. 

Io this it may be objected, that he might as well have paid off 
the creditors with bank notes, without going this round- about way 
to work; and have left them to purchaſe the actions Grey, from 
the company $ Ho | nll; 

I anſwer, that ſuch an operation would have appeared too bare, . 
faccd, and might have endangered the credit of the bank. Whereas 
in buying the actions, which were run upon by every body, the 
ſtate only appeared deſirous of acquiring a ſhare of the vaſt proſits 
to be made by the company. Farther, 7272 

As the company appeared willing to accept of wk notes yk 
the ſtate, in payment of their actions, this manœuvre gave an addi- 
tional credit both to the actions, and to the notes; a thing very ne- 
ceſſary to be attended to, in a ſcheme which was calculated to bri ing 
about a total transformation of the ſecurity for the King's debts. : 

I muſt however obſerve, that at the period concerning which we 
are now talking, (viz. at the time the company promiſed the divi- 
dend of 200 livres per action) the plan we have been deſcribing 
could not have been carried into execution. 

There were at that time only 400, ooo actions ac rated. at 
777 millions: of theſe were diſpoſed of at leaſt 250,000, to wit, the 
original 200,000 ; and the ſecond creation, of 50,000, ſold. far coin. 
Beſides, there were then only coincd in bank notes for 520 millions. 

So there was not a pollibility of executing the plan 1 have men- 
tioned, as matters then flood. | 

It is from the ſubfequent operations of che ſyſtem, that it appears. 
evident that this and this only could be the intention. 

We ſhallſee how the number of actions were multiplied, without 
any other view than to make the public imagine, that the funds ne- 
ceſlary for carrying on the trade of the SORRANY Were. immenſe. 

| I The 


cuar. xxx. OF POLITICAL OECONOMY:- 2389 


The number of the actions ſold to the public was very incon- 
ſiderable, compared with thoſe ſold to the Regent, and found in 
_ hands at the blowing up of the ſyſtem. 18 

Beſides, at the period when the number of actions was . 

to the utmoſt, viz. to 624,060, the bank notes bore no proportion 
to their value; for, on the 4th of October 1719, when the laſt crea- 
tion of actions was made, the bank notes did not exceed the ſum 
above ſpecified; to wit, 520 millions. F ts 

But-in tracing the progreſs of the ſyſtem upon the table, we 
perceive, that after the actions were once carried to their full num- 
ber, (October 4th, 1719) then the coining of bank notes began 
at a moſt prodigious rate; in ſo much, that by the month of May 7%. :. 
1720, they were increaſed from 520 millions, to above 2696 mil. % 2+? 5 172. 
lions ; and all this ſum, except 461 millions, were found in circu- 2. | 
lation. | n a © Proto 21 neee © Go 960 e 

Farther: We ſhall ſee, that when the Regent and the company Zo 060 ee | 
made out their accompts, there were found in the Regent's hands 4 & + __ 4 59 x 
no leſs than 400,000 actions, which were burnt; and 25 millions Os. LES | 
of intereſt upon the ſum of __ due by the King to the com- 
pany, ' extinguiſhed. ' ' | . 

Theſe facts prove beyond a doubt, chat theſe 409,000 actions had , * © _ 8 
been bought with the notes coined poſterior to the 4th of October r 
1719; otherwiſe the actions could not have become the property 
of the ſtate. 0 | | | 

Beſides, it was acknowleged publicly, that the notes were coined 
for that purpoſe. (See Dutot, Vol. I. p. 144.) In the next place, 
it is evident, that the notes which had been given in payment for 
thoſe actions, had been borrowed back, to fill up the loan of 1600 
millions of livres; which the company never could have other- 
wiſe lent to the King. And in che laſt place, it is certain that the 
public Yebts were paid off with theſe notes, ſo borrowed back 
trom the company: becauſe we ſhall find the notes in circulation 
atthe blowing up of the ſyſtem, in May 120 and we thall ſec 
how they were paid and withdrawn in October r following, 
1. 12 | This 
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bis. dergil AO little long. and perhaps doo minute: but [ 

houghtt it neceſſary to ꝓrove the ſolidity of my oonjectures con- 
cerning the Regent's motives in concerting this plan; yrhich no 

French author, that ever I law, has pretended to unfold, except by 

hints too dark to be eaſily compreh ended. 
What is nowa to follow, will tall; ſet my conjectures in a fairer 
light. We have ſeen already from the table, with what rapidity 
the creation of actions went on from the 13th, of September to the 
Arth of October 1719. ee than 324,099 were . in chat 

1 þ | -*orolle 
KL atom! Jet Dutot, cod ii. p. 2 et feq« poſitively ſays, that on the -4th 
4 of October, the company had not ſold for more than x82;500;000 
1 me_ N A ee of their actions. Now the total value, as they were rated 
4 8 when created, extended to 1,797,500,000 3 ſo there was lite more 
Hg — ph” "Pe than one tenth part of the value fold off. Ag r 
5 0 by a Why therefore create ſach immenſe quantities of ations; and 
755 fo far beyond the demand for them, but to throw duſt in the eyes 
of the public; to keep up the ſpirit of infatuation ;| and to Fave 

the way for the final execution of the pla? rcon 
The actions being brought, by four ſucceſſive en of: the 
 zzth and 28th of September, the ad and 4th of October, to their 
Full number, the company, during that interval, obtained the ge- 
neral reccipt of the whole revenue. Thus, ſays Dutot, vol. ii. 
p. 197. the company was intruſted with the whole revenue, debta 
and expences of the ſtate, and all unneceſſary e was avoided 

in collecting and adminiſtring ir. 

In the month of November 1719, the credit of ha bank, _ of 
the company, was ſo great, that the actions roſe to 10, ooo livres. 
Notwithſtanding, ſays Dutot, vol. ii. p. 198. that the company did 

what they could to keep down the price, by throwing into the mar- 
ket, in one week, for no leſs than 30 millions. He aſſigns ſeven 
«different reaſons for this, which, all put together, are not worth 
one; to wit, that the Regent was ready to buy up every one that 
Jay pon hand, in concert with the companꝝx. 
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Pee had — ceo do than to deliver part of: "the 
vaſt number they ſtill had unſold, at the ſtandard value of $000 
lieres, at which they were rated when | created; and this N 
have effectually prevented their riſing to 10%bο livres. 
But it was the intereſt of the Regent, ḧ0⁰ was at that time well 
provided with actions, to ſtock- job, and to buy with one hand, 
while he was ſelling with the other: theſe operations were then 
as well known in the ſtreet called * as now in Cy 
alley. ALS 
As a proof of the juſtneſs of my aeg tion chat the Regent Nas 
doing all he could to raiſe the price of the actions, Dutot informs 
us, in the place above cited, chat the bank, at this very time, Was 
lending money, upon the ſecurity of actions, at 2 per crut. If that 
was he caſe, how was it poſſible chat an action, with 200 livres div i- 
dend, ſhould fell for leſs than 10, O00 livres, which is the WH cor 
eng to 200 livres, at 2 per cen“, 5 
This is evident; and were it neceſſary; Aae be proved to 15 
dieting that the riſe of the rd Was a: 4 
political combination. eld aged $0199]. 2110 
But 7 money, at that time, came to bea more than 2 per cent. 
and if the company was able to afford: 200 livres upon the action; 
where was the inequity of raiſing the actions to 10,000 livres? oor 
feſs J can fee none, nor do I perceive: either the impoſſibility or 
RY of rhe and mms: had matters been ens con- 
_ ducted. 
As to-money's falling to 2 per cent. any man of 20 years old may 
expect to ſee it, Without a Mi/fepps : and as for the payment of the 
dividends, there never were in the hands of the publie, nor ever 
could be, had) all the creditors of the 2000 millions of public debrs 
inveſted in actions at 10,600-a-picce, one half of 624,000 actions 
ci ipofed of: conſchuently, the 200 livres dividend would not have 
amounted, r eee 10 oer than nn men 
ih 54h 43 and 
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and bs revenue of the company, as we have ſeen, exceeded 8 


millions a year. 1 
This ſtill tends to vindicate the Regent from the groſs i impuranon 


of fraud, in the conduct of the Miſſiſippi. 


But what ſhould ſtill more exculpate that prince, in — eyes of 
every impartial man who examines the whole conduct of the af. 
fair, is the uniform ſentiments of the moſt intelligent men. in 
France concerning the doctrine of money and credit. 

When we find Dutot, who wrote againſt the arbitrary change 


of the coin; and De Melon, the Regent's man of confidence and 


ſecretary, who wrote for it, two perſons conſidered in France 


as moſt able financiers, both agreeing, that during the operations 


of the ſyſtem, money never was to be conſidered but according to 
denominations ; that there was nothing againſt good policy in 
changing the value of theſe denominations ; and that paper- 
money, whether iſſued for value, or for no value, or for the pay- 
ment of debts, was always good, providing there was coin enough in 
France for the changing of it, although that coin did not belong to 
the debtors in the paper; when theſe principles, I fay, were 
adopted by the men of penetration in France; when we find them 
publiſhed in their writings, many years after the Regent's death, 
as maxims of what they call their credit public; I think it would be 
the higheſt injuſtice to load the Duke of Orleans with the groſs im- 


puration of knavery, in the Mifſiſippi ſcheme. 


Law no doubt ſaw its tendency. But Law ſaw alſo, that credit 
ſupported itſelf on thoſe occaſions, where it ſtood on the moſt 
tickliſh bottom: he ſaw bank notes to the amount of more than 
two thouſand millions, iſſued in payment of the King's debts, 
without occaſioning any run upon the bank, or without ſuggeſting 
an idea to the public that the bank ſhould naturally have had ſome 
fund, to make them good: he ſaw people, who were in poſſeſſion 
of a valuc in paper exceeding 6000 millions of livres, 6 to the 
marc, (Dutot, vol. i. p. 144.) look calm and unconcerned, when, 


in one day, the coin was raiſed in its denomination to 80 livres in 
the 
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the, marc; ;, by which operation, the 6000 millions of the day before 
loſt 25 per cent. of their real value. He ſaw that this operation did 
not in the leaſt affect the credit of the bank paper 3. becauſe people 
minded nothing but denominations. 

He ſaw farther, that by the operation propoſed, the whole debt of 
the King would be transferred upon the company. He ſaw that theſe 
| debts, being turned into bank notes, would not be ſufficient ro buy 
above 200,000 actions, at the value they then ſold for. He knew that 

the Regent, who had bought 450,000 of theſe actions at 5900 livres 
apicce, that is, at half price, would remain in poſſeſſion of 200,000 
actions, after ſelling enough to.draw back the whole of the bank 
notes iſſued for the payment of the debts ; and he ſaw that the com- 
pany of the Indies had a yearly income of above 80 millions to enable 
them to make good their Engagements : beſides, he ſaw a power 

in the King to raiſe the denominations of the coin at will, without 
ſhocking the ideas of his people, by which means he might have 
paid the 20% millions with one louis d'or. Put all theſe circum- 
ſtances together, and I can imagine that Law's brain was turned; 
that he had loſt ſight of all his principles; and that he might be- 
lieve that his former common ſenſe, was, at that time, become 
abſolute nonſenſe in France. | | 

That common ſenſe may become nonſenſe, is a thing by no 
means peculiar to France, but quite peculiar to man. , 

I thall offer but one argument more, to prove that the Duke of 
Orleans, and Law, could have no premeditated deſign of defraud- 
ing the public, by cheſe wonderful operations; which is, that 
admitting the contrary, would be allowing them an infinite ſupe- 
riority of underſtanding over all the reſt of Europe. 

Until the bubble burit, no body c Know where it was to 
end: every thing appeared very extraordinary indeed; and the 
tatal cataſtrophe might have been expected from the greatneſs of 
the undertaking, merely. But if there had been any roguery in 
the plan itſelf, it mull. have r palpable long before; be- 

cauſe: 
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- cauſe the whole of the nen in which only it could conkft, 
were public. = 


All the notes were created by public at of council ; ſo were the 
actions: the loan of 1600 millions to the King, by the company, 


was a public deed ; ſo was the alienation in their favour, of 48 mil- 


lions for the intereſt of that ſum. Notes were avowedly coined in 
order to purchaſe actions, (Dutot, Vol. I. p. 144.) the creditors were 


avowedly paid with bank notes, at a time when it was forbid to 
have 5co livres in coin in any perſon's cuſtody ; er. it 
Was alſo forbid to demand coin for bank notes. 
Now all this was going on in the months of February, March, 
April, and the beginning of May 1720; and no ſuſpicion of any 


failure of credit. The coin alſo was ſometimes raiſed, ſometimes 
diminiſhed in its value, and ſtill the fabric ſtood firm. 

Under theſe circumſtances, to ſay there was knavery, is to ſay 
that all the world were abſolutely blockheads, except the Regent 
and John Law: and to that opinion I never can ſubſcribe, 

It may ſeem ſurpriſing that 1 ſhould take ſo much pains to vindi- 
cate the two principal conductors of that ſcheme. My intention is 
not ſo much to do juſtice to their reputation, which has been groſsly 
calumniated by many, who have written the hiſtory of thoſe times; 
as to prove, that an ill concerted ſyſtem of credit may bring ruin 


on a nation, although fraud be out of the queſtion : and if a nation 


be plunged into all the calamities which a public bankruptcy can 
occaſion, it is but a ſmall conſolation to be aſſured of the good in- 


tentions of thoſe who were the cauſe of it. 


-- 
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CHAP. XXXI. 


Continuation of the Account of the royal Bank of France, until 
| the total Bankruptcy on the 21/4 of May 1720. 


NOW reſume the thread of my ſtory. We left off at that period 
when the credit of the company and of the bank was in all its 
glory, (November 1719) the actions ſelling at 10,000 livres; divi- 
dend 200 livres a year per action; and the bank lending at 2 per 
cent. : all this was quite conſiſtent with the then rate of money. 
In this ſtate did matters continue until the 22d of February 1720, 
when the bank was incorporated with the company of the Indies. 

The King ftill continued guarantee of all the bank notes, none 

were to be coined but by his authority: and the controller-general 
for the time being, was to have, at all times, with the Prevot des 
marchands of Paris, ready acceſs to inſpect the books of the bank. 

As the intention, at the time of the incorporation, was to coin a 
very great quantity of notes, in order to buy up the actions; and 
to borrow back the money, in order to pay off the creditors ; it was 
proper to gather together as much coin as poſſible, to guard againſt 
a run upon the bank : for which purpoſe the famous Arret de Conſeil, 
of the 27th of February 1720, was publiſhed, forbidding any per- 
ſon to keep by them more than 500 livres in coin. 

This was plainly annulling the obligation in the bank paper, ta 

pay to the bearer on demand the ſum ſpecified, in ſiluer coin. 

Was it not very natural, that ſuch an arret ſhould have, at once, 
put an end to the credit of the bank. No ſuch thing however hap- 
pened. The credit remained ſolid after this as before; and no body 
minded gold or ſilver any more than if the denomination in their 
paper had had no relation to thoſe metals. Accordingly, many, who 
had coin and confidence, brought it in, and were glad to get pa per 
for it. 
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The coin being collected in about a week's time, another Arret de 


Cumſeil, of the 5th of March, was iſſued, raiſing the denomination 


from 60 livres to 80 livres the marc. Thus, I ſuppoſe, the coin 
which the week before had been taken in at 60 livres, was paid 


away at 80: and the bank gained 333 per cent. upon this operation. 


Did this hurt the credit of the bank paper? Not in the leaſt. 


So ſoon as the coin was paid away, which was not a long ope- 


ration, for it was over in leſs than a week; another A4rret de Conſeil, 


of the 11th of the ſame month of March, came out, declaring that, 
by the ſirſt of April, the com was to be again reduced to 70 livres 
the marc, and on the firſt of May to 65 livres. Upon this, the coin, 
which had been paid away the week before, came pouring into the 
bank, for fear of the diminution which was to take place the firſt 
of April. In this period of about three weeks, the bank received 
about 44 millions of livres; and thoſe who brought it in owe 
they were well rid of it. 72 | 

It was during the months of February, March, and April 1720, 
that the great operations of the ſyſtem were carried on. | 

We may ſec by the chronological anecdotes in the 36th chapter, 
what prodigious ſums of bank notes were coincd, and iſſued during 
that time. It was during this period alſo, that a final concluſion was 
put to the reimburiing all the public creditors with bank notes: in 
eonſcquence of which payment, the former ſecurities granted to 
them by the King, under the authority of the parliament of Paris, 
were withdrawn and.annulled. 

Here then we have conducted this ſcheme to the laſt period. 

There remained only one ſtep to be made to conchude the opera- 
tion; to wit, the ſale of the actions, which the Regent had in his 
cultody to the number of 400,000, 

'Thelte were to be fold to the public, who were at. this time in pol- 
{lion of bank notes 10 the value of 2 235 083 599 livres. Sce the 
ne table. | 

Had che ſale of the actions taken 1 on notes ah all ex 


ret TE to the bank, and there DATE been deſtroyed: by which 


1 operation, 
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operation, the company would have become debtor to the public 
for the dividends of all the actions in heir hands, and to the King 
for all thoſe which might have remained in the hands of the Regent. 
Theſe proportions we cannot bring to any calculation, as it would 
have depended entirely on the price of the actions during ſo great 
an operation; and on the private conventions between the parties, 
the Regent and the company. 

But alas! all this is a vain ſpeculation. The yen which hitherto 
had ſtood its ground in ſpite of the molt violent thocks, Was now to 
tumble into ruin from a childiſh whim. | 

In order to ſet this ſtroke of political arithmetic in the moſt ludi- 
crous light poſſible, I mutt do it in Dutot's own words, uttered with 
a ſore heart and in ſober ſadneſs. | 
He had ſaid before, that the coin of France was is equal to 1209 
millions of livres at 60 livres the marc. This marc was now at 65 
livres (in May 1729, as above) ſo the numerary value, as he calls it, 
(that is the denomination) of the coin was now riſen to 1 300 000 000; 
but the bank notes circulating in the month of May were carried 
to 2 696 400 2co; then he adds, 


„ The 1300 millions of coin which were in France, were very far 


from 2696 millions of notes. In that caſe, the ſum of notes was 
to the ſum of coin, nearly as 2 are to 1; that is to ſay, that 297 
„livres 8 ſols 17 denicr in notes, was only worth 100 livres in coin; 
or otherwiſe, that a bank note of 100 livres, was only worth 48 
« livres 4 ſols 5 deniers in coin, or thereabouts.” Would not any 


mortal conclude from this, that the whole ſum of 1 309 millions had 


been in the bank, as the only fund for the payment of the paper ? 


This is a laboured equation, and from it we have a ſpecimen ot 


this gentleman's method of calculating the value of bank paper: 
but let us hear him out. | 

« This prodigious quantity of money in circulation, ſays he, had 

* raiſed the price of every thing exceſlively: ſo in order to bring 

* down prices, it was judged more expedient to diminiſh the deno- 

* mination of the bank notes, than” to raiſe the denomination of 
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«the coin; becauſe that diminiſhed the * of Ms 


6 * augmented it. 4x#X bais luna 

This was the grand point put under denlberation, bene flag fa- 
mous 4 arret of the 21ſt of May was given, viz. whether to raiſe the 
value of the coin, which did not belong to the bank,” but to the Fyenoh 
nation, to double the denomination it bore at that time, that is, to 
130 livres the marc, by which means the 1300 millions would 
have made 2600 millions, or to reduce the 2600 millions of bank - 
notes to one half, that 1 3s, to 1300 milhons, the ou denomination 
: of the coin. 10 
To ſome people i it would have appeared more proper, to allow mat- 
ters to ſtand as they were, as long as they would ſtand, at leaſt until 
the actions had been all ſold off; but this was not thought proper. 
After a moſt learned deliberation, it was concluded to reduce the 
denomination. of all the paper of France, bank notes as welt as 
actions, inſtead of raiſing the denomination of the coin; and this 
becauſe prices were in Proportion to the quantity of the denomina- 
tions of money. 


The arret was no ſooner publiſhed than the whole paper fabric 
fell to nothing. The day following, the 22d of May, a man might 
have ſtarved with a hundred millions of paper in his pocket. 

This was a cataſtrophe the like of which, I believe, never hap- 
pened: it is ſo ridiculous that it is a ſubject fit only for a farce. 
Here Dutot's lamentations and regrets, are inimitable. _ 
In one place he ſays, © Credit was too far ſtretched to be lid. Ir 
as therefore proper to ſacrifice one part, to give a ſolidity to the 
„other. Even this was done; but the conſequences did not cor- 
12555 reſpond to the intention. Confidence, which is the foul of credit, 
« eclipſed itſelf, and the loſs of the bank en Hen; on the loſs of 
* che action.“ ö 181 ad 10 
| In another place he ſays, * This tots the > ito May ihidhivc- 
| a cording to ſome blefhit Pequirs®'ta very mild expreſſion H) deſtroyed 
"all: confidence! in the public; becauſe the — had diminiſhed 
« one 
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one half of chat paper money (che hanknατe, which had een 


«. declared fixed. " 1} 5 1 

ls it not a thouſand pities that confidence ſhould have diſappeared 
upon ſo ſlight a wound given to equity, only in the opinion of 
ſome ?. For Dutot thought the operation e confiſtent with the 
| Principe of public credit. 

He tells us, that a letter was writ to 5 Fs The vg of the 
people, and to ſhew them how abſurd it was, to allow the paper to 
be fixed, while the coin varied: but, ſays he, © as there was a reve- 

nue attached to the action, the value of that paper did not depend 

ſo much upon the capital, as on the ſum of the intereſt.” Very | 
juſt. But were the dividends to ſtand at 200 livres, without ſuffering 
the ſame diminution as the action? And how was confidence to 
ſubſiſt in a country, where the denominations of TOUT the” N NN | 
and the coin were at the diſpoſal of a miniſter?” TO 

The diminution upon the paper, by the arrer of te rl of May, 
raiſed a moſt terrible clamour ; and Law became the execration of 

France, inſtead of being conſidered as its ſaviour. He Was Vain, 
and reduced to beggary the ſame day. | 

What profit could either the Regent, or Law, have ——_ from the 

ſucceſs of ſuch an operation? Had tlie coin been raiſed to 130 livres 
the marc, no hurt would probably r W and tlie ſame effect 
would have been produced. 1 2 1 

Had matters been left without any mo at al; no * aw 
quences would have followed: theſe exiſted only in the heads of 
the French theoriſts. There was, indeed, twice as much money in 
bank notes as in cia, in che whole Kind of France: and what 
then? 115.893 6 1111 ry 5 
When the Legend ah wakes 8 effects. ak his arret of. pen 21 

of May, he revoked it on the: 27th of the fame month, On the 
29th, he raiſed the coin to 82 livres 10 ſols in the marc, and re- 
ellabliſned all the paper at its former denomination: but, as Dutot 


has ſaid, "EOF. db ae no Raga to be Wen 
5 Nothing 


Tavis {fi tid ot 
1111411 Iii 5 . 11412 2114 5 44 0 4106 411 4 iir 
W 7 3 . 17 1 242 


- 
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Nothing ſurpriſes me, but that ſhe lived ſo long under ſuch Suh 


management. 


Dutot, in talking of this augmentation of the coin, on che 29th 
May, to 82 livres 10 ſols, ſays, © This operation was conſiſtent with 
the principles of public credit, and advantageous. They would 
% have done better had they puſhed the augmentation to 135 livres 
the marc; which would have made the ſpecie of France equal 
«© to the ſum of bank notes.” Theſe are his words, p. i 65. 

Arc not theſe very ſenſible principles, coming from a man who 
has writ a book, which indeed few people can underſtand, in order 
to prove the great hurt of tampering with the coin of France? 


EMAP. XXXH, 
Concluſion of the Mifſifippi Scheme. 


\ HE Regent, perſuaded that the blunder of the 21ſt of May was 
abſolutely irreparable, tell to work next to clear accompts 
with the company. 

He owed them 16-0 millions capital, and . millions a year of 
intereſt upon it. | 
On the other hand, he had i in his pellen no leſs than 400, 00 
actions, which at 200 livres dividend, which the company was 

obliged to pay, amounted to 80 millions a year. 

How the Regent and the company ſettled matters, I do not know. 
preciſely. This, however, is certain, that by the arret of the 3d of 
June 1720, the number of 400 ooo actions, belonging to the Regent, 
were burnt ; and 24 ooo more which had been created by his parti- 
cular order, the 4th of October 1719, and neyer delivered to the 

company, were ſuppreſſed. | ra 
| ; | | 80 
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On the other hand, the company ceded 25 millions a year, of the 
48 millions which had been transferred to them. 

That ſum was conſtituted anew upon the town-houſe of Paris, as 
a fund to be ſubſcribed for by the proprietors of bank notes, at 
the rate of 2: per cent. or as the French call it at the goth penny. 
(Dutot, p. 168) In conſequence of this, 539 millions of bank notes 
were ſubſcribed for, and paid in, in the month of June 1720 


After the deſtruction of the 400,009 actions, the credit of * bank | 


notes languithed until the 1cth of October 1720. 

The object for which they were created was now gone. The 
whole ſcheme of transferring the King's debts upon the company 
vaniſhed in the egy of the actions. What was then to be 


done ? 
The bank was at an a; 2235 millions of diſcredited bank notes 


in circulation, and a ſmall ſum of coin to make them good, was a2 


ſituation which no authority could long ſupport. 


The reſolution then was taken to put a final conclufion to this 
great affair; to bid a long farewel to credit and confidence ; and to 


return upon the old ſyſtem of rents upon the town-houſe of Paris 
and of coming at money in the beſt way they could, 

We ſhall now ſee how this was accomplithed ; and from thar 
form a pretty good guels at the extent of the fraud committed, with 
reſpect to the creditors of France; not ſo much, I think, from any 
intrinſic defect in the Miſſiſippi ſcheme, as from the diſtreſs the na- 
tion was thrown into, by the ignorance of thoſe who over- ruled 
John Law in conducting it. : | 

We have ſeen how the actions were reduced to the number of 
200,000 3 We mull now give an account of the deplorable fate of the 
bank notes. | 3 

by che arret of roth of October 1720, all bank notes were 2 
ſuppreſſed; and it was declared, that after the 1ſt of December fol- 
lowing, they were to have no courſe whatſoever. 

Here follows the arrangement of this great affair, viz. the hqui- 
dation of 2 696 400 000 livres of bank notes as regulated by thus grrer, 
1979, Of 


R —— i ingy 
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Imo, Of the above total of note coined, there remained in the 
bank at that time, fee 70) 327 460 es. 
2do, Subſcribed for at 22 per cent. in June 1720-530 000 000 ꝙ 
3010, Carried to the bank by 8 * as 
a fund of credit there - - _. 200000000 
4t0, Paid in coin by the bank © 99.0004 oo 


n 


1 527 327 460 

This ſum of notes was ordered to be burnt by the arret of the 
10th of October. 

The remainder ſtill in +" Fe of the public, fays the arret, was 
to the amount of 1 169 720 540 livres, and the King declares, that 
the holders of them might employ them as follows: 

Imo, In purchaſing the remainder of the N of 2 5 mil- 
lions of rents on the town-houſe of Paris, at 22 
per cent. inde. = = - 470 000000 livres. 

2d, In purchaſing a Gin fur conſtituted _ g 
on the town-houſe of Paris, of 8 millions of 
perpetual annuities, at the rate of 2 per cent. or 
at the goth penny - - - - - qo0000000_ 

3tio, In purchaſing a farther ſum conſtituted : 
on the town-houſe of Paris, of 8 millions of life- 
rent annuities, at 4 per cent. or at the 25th 


—_——__ _- - -. - 100 000 000 
Theſe ſums amounted to = - -=- 970 000 o 
Sum above 1527 327 460 
Together OE on, . 2 497 327 460 


There till remained outfanding es 200 millions of bank 
notes. 

"Theſe were ordered to be diſpoſed of in ſeveral different ways, 
mentioned in. the arret of the 10th of October; which it would be 
needleſs io mention, as it would require a long explanation to make 
the thing underſtood : let it ſuffice that there was an outlet provided 


tor them, which brought i in between 2 and 3 per cent. 1 
us 
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Thus we ſee the concluſion of the whole affair. 


At the beginning, the King's debts ſtood at 2000 millions capital, 


and 80 millions intereſt very ill paid. 
At the end 'of the ſcheme there had been a of notes 


about 2395 millions. 


Of which in the 8 Ofober 10, 1720 707 mil. 
And paid in coin <- < = - 90 


This ſubſtracte d 3757 millions. 
There remained outſtanding in bank notes 1899 millions. 
Add to this 100 millions ſtill due by the King | 

to the company for the billets Jetat withdrawn in 

conſtituting the firſt 200,000 actions which ſtill ſub- 


ſiſted, and for which the company was to receive 


5 per cent. 5 — _ 85 — - - 100 millions. 
So the capital of the King's debts remained at 1999 millions. 
Balance gained by the whole. operation. - rt million. 


conſequently there was little or no fraud as to le 

call = = 2000 millions. 
Let us next examine the ſtate of intereſt. 

The intereſt at the laſt was, | 

1-419, Of rents conſtituted in June 1720, on the aha oe, at 


x per cent. or at the 48th penny - - — 25 millions. 
3 Ditto of the 1<th of October 1720, at 2 per cent. 
or at the zoth penny - - - - - 8 millions. 
Carry over 33 millions. 


© There are, however, in France at this day, many perſons who are ſtil in poſſeTon 
of large ſums of thoſe notes. This makes ſome people believe, that all the paper was 
called down without any equivalent given. The reaſon of thoſe not s remaining, is, 
that either the proprietors neglected the occaion offered by the arret of the 1cth of 
Oktober, or that they were in hopes that perhaps the bank might again recover its cre- 
dit, They were miſtaken, and the notes are loſt, 
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i 47 botonqque dn 1 /-Bronght over 33 millions. 
os lids 4 e a omen ar at the : 


„% 41 1s 10 9697 196978 61 961 365 4 millions, 
Atto, Due to the baby upon the original ſtock of 5 
100 millions ſtill paid them at this day at 5 per cent. 5 millions. 
5to, For the 200 millions of credit at the bank, ſuſnß᷑ʒ᷑sß-ũ2ęꝛ 
pole at the rate of 3 per cen. 6 millions. 
6to, For the laſt 200 millions provided for in different 30 
ways, ſuppoſe at 2: per cent. - millions. 
7to, Allowed to the company to indemnify them for 
the loſs they ſuſtained by theſe arbitrary ways of 
reckoning with them, 80 millions at 5 per cent. ſtill : 
paid . — 4 „ 4 millions. 
| olli t div bomgmo). 57 millions. 
The intereſt at firſt was I 80 millions WW 
The intereſt at laſt wass 83) millions 


Defrauded by the {ſcheme 8Þ>- 2 1 millions a year. 
This is (as near as 1 can gueſs. at 1 the ſtate of the 2 bank- 
ruptcy in 1720. 

The creditors were robbed of 22 W a year. 1 FRY it robbed, 
becauſe the intereſt due to them was diminiſhed by that ſum, with- 
out their conſent, and in conſequence of the moſt arbitrary pro- 
ceedings ; whereas, had the- ſyſtem been conducted with ability, 
the whole of the debts would have been brought to an intereſt of 
48 millions, inſtead of 57, and no body would have complained of 
injuſtice, : : 

Money likewiſe might have been brought to 2 per cent. The 
1600 millions borrowed of the company at 3 per cent. would then 
have been reduced to two; which would have brought the 48 mil- 
lions of intereſt, upon the whole, to 32 millions: and France, from 
being reduced to beggary by the pat n would have Bebomc 
8 en e e mu eic: 045 lan 9 


a 40 274818 1 


Let 
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Let us next gueſs at what may reaſonably be ſu Wee, to have 
been the largeſt ſum of coin ever collected in this bank. 

I imagine that the far greater part of all the coin ſuppoſed to bs. 
in France during the Miſſiſippi ſcheme, remained in private hands, 
without ever nn. into the D. 0p reaſon for being! of this 
opinion is, 5 

Law never could Gs had more 1 ew: ha value of his original 
ſtock, and all the value of notes he had in circulation. | 5 

It is abſurd to imagine ny ever ſhould-h on had the n or near 
it; but let me ſuppoſe it, 

The bank ſtock was ages end ere [6 teen 

The notes he iſſued were 1 

81 — = „„ 65 millions. 

This is a trifle compared with 1200 millions. 

Next for the united bank. The time at which the greateſt quan- 
tity of coin was collected, muſt have been nen all credit failed, 
that is, on the 21ſt of May 1720. 

At that time coin was taken out of commerce: every one was 
forbid to have above 500 livres in pollen, and every operation 
had been uſed to call it in. 

At this time, we know that all the notes coined were : iNued, ex- 
cept to the value of 461 316 470 livres. 

Now we have ſeen that on the 1<th of October an 18, there 

were in the bank to the valne of 707 327 460 livres. 

Let me, therefore, ſuppoſe, that from the 21ſt of May to the 10th 
of October, the bank paid "OR in coin, the difference between theſe 


two ſams; to wit, - - - 246011 050 livres. 
add to that ſum what v Was bent in a the bank, vie. 99 000 900 
; 2 +, } 
Sum - .- * i dee mate o 


his ſum is all we poſſibly can * ae to haye been in the bank 

on the 2 iſt of May, when credit failed. U 107 DIJWY DI id 
We muſt reckon this ſum of coin at Ba flivres 10 ſols per marc, 
the then value; which makes about 8 146 60 l. ſterling. A large 
Nn 2 ſum, 
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ſum; nb doubt; But fittle more thhn g of 40 millions ſterling, the 
value of 120 millions of livres, at 60 to th mare; as has been ſaid. 
Conſequently, either thoſe 40 millions ſterling were not then in 
France, or the greateſt part of the ſum had nnn in 3 
hands during this whole operation ? 
In this light I ſee the Miſſiſippi ſcheme. I may, no 3 
miſtaken in many things: the lights, or rather the glimmerings, 
by which 1 r been Weed! mat gh n eee n _ 
my excuſe. ur 
Hut it is not ſo n facts as W Thave ai 
through this whole diſquiſition ; and the imperfect account L have 
been able to give of the former, will at leaſt point out, I hope, the 
notions. which the French nation, at that time, had of the larter. If 
the contraſt between French principles, and thoſe ] have laid down, 
tend to caſt any light upon the ſubject of paper credit in general, 
my end is accompliſhed: if they ever ar ow ”_ to NY: U 
man! not t think 52 labour lo." 5 | 


? 4 ? . 1 Y 
[$1 © ; 4 , 5 $ 
* * ” 7 71 $ 3 : 4 


c H A r. KH 
1 by Cradit fel, wil bow ir might bave been fin. 


SHALL now make a few general obſervations upon. che total 
and ſudden fall of credit in. France in. May, Sie : and I ſhall 


.* 2 
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even ELD all the Neeiing Wait Soar 


Was it any wonder that the French ſhould. be e at this 
prodigious revolution, at this immenſe value of pa paper on the 21ſt 


0 Mae, en de Fe GR Oh © e che day fol 


AJowing ? l 


1 
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If chere was a value, ſaid they, what: is become off ih H there 
never was any value how: could a nation be ſq deceived _ 
phznomenon has puzzled many a head; but the Nature, andl pr 
ciples of credit furniſn an eafy ſolution of itt 


In deducing tlie principles of credit, we ar ſhewa. 8 a pen- 


manent; and wel! dee fund 7 eue er, as '@hugys . in Wale 25 42 C 
reſpondinę capital. A IIs £ 
The difference en a e 3 wel /ecmed f e ene 2 
precarious and ill fecured fund, conſiſts in this, that the firſt ;never can 
diſappear; and the other may r 81 tr ont 
Now the;fund, in this caſe, was at firſt a. Fane did exitt; but it 


was rendred precarious, by a blundering adminiſtration; then 


eredit failed, and in that convulſion, the fans of aten was frau 
— diminiſhed by an act of power. 0 

Had the true principles of credit been . in > Fables the 
| bank notes and actions might have been ſupported, even after the 
arret of the 21ſt of May: and all the, monſtrous. value of paper, 
raiſed ſo high by the low rate of intereſt, might have been pre- 
ſerved: conſequently that value, in capital, really de e to 
the rate of intereſti - ͤ ͤ »:ù — 

As the object of the e, difquifition | into- hs mine upon 
which the Miſſiſippi ſcheme was conducted, is only intended as an 


illuſtration of the principles of credit in general; I ſhall firſt account 


for the wonderful phenomenon above mentioned, and then ſhev- 

how, in the greateſt of all the French diſtreſs, their credit might. 

have been re-eſtabliſhed in a more ſolid manner than ever. 
As tothe wonderful, phznomenon of the prodigious 1 wealth creatg 


had been no creation ; of wealth aal. except in conſequence of the 
fall of intereſt, 


10, We have ſeen that at thi death of the late King of rrahce, 


thei 7 F his _ amounte to 80 millions. Was nor this a 


fund w bug t to bare bee n made nd and permanence) Win. 
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any man ſay, that a regular plan of paying this intereſt was a 
means of creating new wealth? Certainly not. 

240, Theſe debts were ſecured by contracts of ee of be 
rents upon the town-bouſe. of - Paris: a ſecurity taken in the name 
of a a ee ereditor, nich eee a form of __ oy 
transfer; r TH 

By the ſcheme we NA bob as; all theſe Seraniciels were 
changed: and inſtead of conſtitutions of rent, bank notes, in _— 
the King was equalty debtor, were given. 

Will any man ſay, that this was the means of either eas 
—— the wealth of France? Certainly not. A man who has 
a good bond in his pocket is as rich before it is paid wich bank 
notes as after: but he has not ſo much money in his hands be- 
cauſe the bond is not money, and the notes are. 

+ $tio, We have ſaid that the intereſt of the King's debts amounted 
den arid. | x 

We have feen how the company of the Indies were provided with | 
a fund equal to this ſum, ariſing front the 48 millions which the 
King paid for the loan of the paper with which the debts were to 
be paid, and from many other lucrative branches of revenue; 
which inſtead of being burthenſome to the King, were, on the 
contrary, a mcans of augmenting Wis income, by the advanced 
rent the m—_ _ for thre different farms which Fas 
them. | 

_ Had the 1 credits, ets, veſted their claims in actions, 
they would, in confequence of that operation, have become ſharers 
in the fund of 80 millions a year, adminiftred by themſelves, (and 
they would then have been the company) open to eg r 1 

trade abroad, and by a good adminiſtfation at home. 
Hlad this ſyſtem been carried on in a plain eaſy wade e 
withy common ſenſe, the public creditors wontd: have been paid; 
the King's revenue augmented; benen _ been put under 
e eee ght 16919 512 1156 
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But when, by the abſurd operations of changing the denomina- 
tions of coin and paper, and wantonly playing with every man's 
property, the creditors ſaw themſelves ſtanding on the brink of a 
precipice; and finding, inſtead of a good contract on the town- 
houſe of Paris, a bank note put into their hands, which might be 
diminiſhed in its value by one half every month, while at the ſame 
time the com might be raiſed to double, it was very natural to ſup- 
| poſe, that the intention of the King's miniſters was to withdraw 

from them totally theſe 80 millions, leſs or more, to which they 
were entitled: in which caſe, there was an annihilation indeed of 
all the notes; but there was no annihilation of wealth: for in that 
caſe, the wealth was ftill the ſame, only it was transferred from 
the creditors to the King the. an that is, the on were 
defrauded. 

On the other hand, ſtood the proprietors of the ations ld. Theſe 
were in uſe to make a traffic of buying and ſelling the 200,000 ac- 
tions which had been in their hands ever ſince September 1717, 
when they were firſt created. For we have ſhewn; that the poſterior 
creation of actions by the united company, was a mere delufion, 
as they were all found in the cuſtody of the Regent. The actions, 
l fay, were immediately put into a ſtate of ſtagnation; becauſe ot 
the diſcredit caſt upon the bank notes, with which ĩt had been uſual | 
to buy them. 85K 1 | 

4t0, I muſt obſerve, that the aid of a paper which carries 
no intereſt, is equal to a temporary annihilation. The holder then 
is deprived of the uſe of his nnn ; and he is not _ for nn loſs 
he ſuſtains, | 34 911 5 

If, therefore, it had been polliblet to nw given a new deny to 
this bank paper, without allowing it to die away, as it were, in 
this temporary fit of fainting, credit would have revived: all ac- 
compts would have been kept clear, for this is the uſe _ — 
money, and ſo ſhort a ſhock would hardly have been felt. 

But the great damage reſulting to the public, upon brerſ occa- 


ſion of this kind, TOR a the delay in 0 the proper 
remedy. 


| 
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. When any paper is diſcredited, it aac falls in its 


value. The perſon then Who is the original and real creditor for 


the whole value, and in whoſe hands the paper is when it ſuffers 
the diſcredit, ſells at diſcount: this is an irretrievable loſs to him; 


and when the paper recovers its credit again, either in part, or on the 


whole, the profit then belongs to the perſon who had bought it at 
diſcount, and does not go to indemnify the real ſufferer. 
This was the caſe with reſpect to the notes of the French bank: 
they were allowed to languiſh from the 21ſt of May that they were 
diſcredited, until the 10th of October, when their fate was Gogh 


as has been ſaid. 


Farther, we have ſeen, that this 3 movement af credit — 
for its baſis 89 millions a year, originally paid to the creditors for 
their intereſt. This ſum anſwered to the capital of 2000 e 5 
becauſe at the old King's death, intereſt was fixed at 4 per cent. 

When, by the operations of the ſyſtem, all this capital was ard 
into money, that is, bank notes, the regorging plenty of it made 
intereſt fall to 2 per cent. conſequently, the capital, which conſtantly 
draws its value from che intereſt paid for it, roſe to 4000 millions. 
We have ſaid that the total value of the paper roſe to.6000 millions; 


but we muſt reflect, that above 2000 millions of theſe 6000 millions 


was in bank notes, and employed in buying of actions. So that 
both the notes and the actions muſt not be reckoned as s exiſting 
together. 

Had the Regent ſold the ations, he would have burnt 2000 mil- 
lions of bank notes, and thus the value in paper would have re- 
mained at 4000 millions, ſo long as intereſt remained at 2 per 
cent.; and had intereſt fallen ſtill lower, and dividends remained at 


2o0o livres per action, the value of actions, and conſequently of this 


capital of 4000 millions, would have riſen in proportion, juſt as the 
value of the capital of the debts of Great Britain riſes and falls ac- 
cording to the rate of money; althougli the ſame ſum of intereſt 
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Mini; bane war che;walng of all capitals, 


5 3 Miſſiſippi, of lands as well as actions, was in conſequence 


of the fall of intereſt, and from no other artifice Whatever. Lands 
nn France, at that time, men enen _ | 
Vol. H. p. 2% ffs 17 | 
When credit failed, . 8 all a eee. paper Was 
thrown into a ſtate of ſtagnation, intereſt roſe, in proportion to the 
deficiency of the ſupply: for the demands of borrowers. The value 
of capitals then diminiſhed. But this might have happened from 
another cauſe, had there been no bankruptcy, or intention to de- 
fraud the creditors: a war might have produced it; or any circum- 
ſtance which might have raiſed the rate of intereſt. 

The riſe, therefore, upon capitals, from the fall of intereſt, I con- 
der here as no acquiſition of wealth: I Wee n to be 1 = 
which is the annual produce of the capitalls. 

S8o much for the reſolution of this wonderful . | 
I muſt now ſhew:that in the height of the diſtreſs, the confidence 
of the public was ſtill to be regained, and credit , even 
after the fatal arret of the 21ſt of May 1720. | 

I lay it down as a principle, that whoever has „ ſufficient fund, and 
pays intereſt regularly for the money he owes, runs mo riſk of loſing his credit. 

So ſoon, therefore, as the Regent found that by his arret of the 
21ſt of May, all credit had diſappeared ; had he, upon the .27th of 
the ſame month, or at the time he raiſed the coin to 82 livres 10 ſols 
per marc, ordered all bank notes preſented to the bank, either to 
be paid in coin, or marked in the books of the bank as hearing 
intereſt at 2 per cent. I ſay, credit would not have ſuffered in any 
compariſon to what it did. No body then would have ſold a note at 
_ diſcount; and had it been n. he might have ordered the 1 in 

tereſt to be paid monthly. 
The authority I have for this Win FRE * . =o 
upon opening the ſubſcription of 25 millions in the h June, 
the notes fell in their value 114 per cent. only, 


. "US _—» Now 
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No the rate of chis ſubſcription Was at 210 per cent! as we have 
ſeen; conſequently, if 100 livres of notes loft hut 172 per cent. they 
were worth 88; livres in coin; but theſe 150 livres in notes were 
Worth 2] per cent.” becauſe the fubſeriptibi was open at chat rate 
conſequently 88; livres in coin was alſo Worth. livres 10 ſols per - 
annum conſequently intereſt, at that time, was at 2.825 per cent. 
that is, below 3 per cent. even after the bankruptcy. 21 Has 
Where then was the great harm? Where was the occaſion to fly 
immediately to the deſtruction of actions, which were in thie Re-. 
gent's own hand? A little nn er JO aps, ape eis 
have ſet all to rights. © — * s 
I I would, therefore, have left the notes in eirctlaglen under this 
regulation, viz. chat ſuch as ſhould be preſented to the bank ſhould 
have had a transfer of 2 per cent. paid quarterly; or a value, in 
actions, at 10,000 livres per action; which is the capital anſwering 
| a dividend of 200 livres at 2 percent. at the option of the holder: and 
in caſe intereſt had come man aan: ON the. een of actions 
might have been augmented. 550 Xe 
| would have ſet before the RY a full and rat eon kor the 
company's funds. I would have baniſhed all myſtery from the 
affairs of credit. 1 an have IE ee a declaration in 7 * 
ment, ſetting for tn *. t 
Imo, That all future changes ale pol the genetnin atis f 
1 paper or coin, were contrary to the maxims of good government. 
| | 24,, That all ſtipulations between the King and his creditors were 
to be inviolable. And, | 
3119, That the parliament of Paris ſhould wre ever remain inveſted 
with an excluſive right to watch over thoſe regulations in time to 
come; and I would have bound the parliament by a ſpecial oath 
for that purpoſe. I would even have had the King to take the ſame 
oath: and he might have ratified it at his coronation in 1725. 
By theſe ſteps I ſhould have veſted a new power in the Kings of 
France which they never had before: a power of having money 
from their ſubjects, from their allics, and from their enemies: a 


powe r 
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power they have not, nor ever will have, until the e of 
credit be better underſtood among them. 

Had ſuch a plan been followed, 3 not ds leaſt ond, 5 
ar 1. The actions would have been ſold at a very great advanced 
value above the ſtandard of 5000 livres, at which the Regent had 
bought them: 2. That money would have come back to 2 per cent. 
and then, 3. Had banks been eſtabliſhed upon a proper plan, eaſe, 
with induſtry, nog ere now have appeared, En corner 
of that kingdom. 7 

. How infinitely, more 5 n it e ws to eſtabliſh ſuch. a 
plan i in 1720 than at preſent? At that time the moſt difficult part of 
the whole was executed. The creditors, had taken notes for their 
claims: the credit then was given. There was nothing to be done 
but to ſupport it. The creditors were then at the merey of the 
ſtate: at preſent the ſtate is at the mercy of the creditors. Were 
ſuch operations on coin to take place at preſent, as were then fami- 
liar; were the King at preſent to attempt to turn the conſtitutions 
of rent, perpetual and life-annuities, into any other form than 
what they have, the credit of France would be undone for a long 
time; and who, knows What views of ambition a ſituation ſo de- 
plorable might not ſtir up in certain courts of Europe. 

What ſtate would pay its debts, if it dug do otherwiſe! And 
what ſtate can diminiſh its debts in any other way than by lower- 
ing the intereſt upon them ? But of this more in the proper place. 
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| by the arret of the 21ff of May 1 I 720, de deftroyed the Credit of Fr rance, 
when: the ſame arbitrary Meaſures taken, with regard Fr the ms 
| Pa ee neg 2 you K feet | cbs 
EE - 
HIS ee 18 eurious, and 1 hall cnt co reſolve it in 
the beſt way Þ can, before I conclude this ſubje&. 
I bhe firſt thing to be done is to point out the immediate effects. 
which refulted upon diminiſhing the denomination of the paper; 
becauſe the deſtruction of the credit of France was not the imme- 
diate conſequence of this arret; but the ultimate effect of a chain 
of ve e eee Which ame ee 2 _ n _ one an- 
B PUG TIF Ot 1 
Ihe paper had been dechred .. the opinion of Mr. dow be 
an Arret de Conſeil of the 22d of April 1719, une monnoie fixe, as has 
been ſaid. Conſequently, any diminution of its denomination was 
a plain infraction of the public faith. From this declaration in the 
arret of the 22d of April 1519, the public reaped one notable advan- 
tage, which was, that in borrowing and lending paper, every one 
was ſure that the obligations contracted could be diflolved by re- 
ſtoring the very ſame ſpecies of property which had been received; 
but by diminiſhing the denominarion of it, by the arret of the a iſt 
of May 1720, all ſuch as were debtors, became obliged to diſcharge 
their debts at the expence of double the ſum of paper borrowed. 
The immediate confequence, therefore, of touching the denomi- 
nation of the paper, was, to ſhew che public chat cheir fortunes in 
pa per were liable to the ſame inconveniences as fortunes dn ſpecic; 
that is, that they might be increaſed or diminiſhed; at pleaſure. 
ron this it was very natural for every one to endeavour to realize 
bh 5 | - + us. 
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his paper, and put it into coin: fince, in pari caſu, it was better to 
have it in that which had ſome intrinſic er than in that Were | 
had none at all. rs 4 þ 

Of all the French paper, the notes * * moſt eaſily realized ; 
wean there was contained in them a direct obligation upon the 
bank to pay them in coin. The actions again were more difficult 
to be converted ; becauſe in order to realize them, it was neceſſary 
erung who we PR to wen either notes or coin for 
them. 

A run upon the val e os hy upon the arret of 
the 21{t of May, it was obliged to ſtop payment this occaſioned a 
general alarm, and deftroyed the confidence which the N had had in 
the fate, Which is what we mean by public credit. 

This point explained, it remains to ſhew why the augmentations 
and diminutions upon the n ſhould not have ruined the N 
of the paper. 
ine, The operations upon Abe ds affected hy paper Re in- 

directly; but the diminution upon the paper affected it directly. 
The operations upon the ſpecie only affected that part of the paper 
which was made to eirculate as an equivalent for the ſpecie; or in 
other words, that part which people realized, either, 1. with an 
intention to withdraw their funds altogether out of the ſcheme; 
or 2. to profit of the operations upon the ſpecie ; or in the Jaſt Ne 
to procure ſmall ſums of money for common expences. 

Now as to the ſirſt, the number of thoſe who withed to withdraw 
their ſtocks were inconſiderable, in proportion to the ſtock-jobbers ; ; 
and therefore their intereſt could not aſlect the general credit; and 
the laſt was inconſiderable in every. reſpect, |, 

As to the ſecond, the government made it very difficult for the 
proprietors of notes to proſit of the operations upon the coin. When 
it was to be diminiſhed, the diminutions were ad vertiſed ſome time 
before they took place, and the diminution, went on always by de- 
frees. Thus people who Had paper, with which they could trade 
in buying actions, confiantly riſing in their value, by the intrigues 


ot 
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of the ate, lien at the ſame time the denominations of the coi 
ere e e r v not hg een to the bank for tw 
reaſons. [CG 31 And 9110 6 iu Ort BREW 
.''Thefirſt, Abatahs: paper app cont Anden upOH 
hg denomination of che ſpecie, in an exact proportion to the dim 
nution. A livre in a bank note, while the ſpecie was diminiffiing 
by intervals from 80 livres the marc to y the marc, gained regu- 
Jarly in the hands of the poſſeſſor; whereas had he realized at any 
period but the laſt, the ſubſequent diminutions upon the ſpecie he 
Had acquired with his paper would have affected the value of it. 
The ſecond was, that by en he S himſelf of the 
* of ſtock· jobbing 9369 of! 
The only way, therefore, for the ee 6f Set to gain 
by the operations of the ſtate upon the coin, was to gueſs the time 
when the coin was to be raiſed in its value: but this was impoſ- 
ſible; for the riſing was ſudden and unexpected; whereas notice 
Was conſtantly given of the fall, at ſome diſtance of time. 
For example, the money was ſuddenly raiſed the th of March 
4720, from 60 livres,to:80 livres the marc; and the-11th of the ſame 
month, notice was given, that on the iſt of April following, it 
was to be brought down again to 70 livres per marc; and on the 
firſt of May following, to 65 livres. The conſequence of this was, 
that from the 1th of March, people were glad to carry money to 
the bank for notes, which were to ſtand at the ſame denomination, 
whereas the ſilver was to diminiſh on the 1ſt of April. | 
Accordingly a great n above 44 en was vrought in 
during this interval. | HiEnd 
When the iſt of April came, 3 IEG ts Shani: dibdghte 
70 livres the marc, thoſe who were in poſſeſſion of the paper, were 
ſtill prevented from realizing ;' becauſe of the future diminution 
which was to take place. When this term was come, people had 
reaſon to imagine that the ſilver would for ſome time ſtand at 6 
livres the marc; conſequently, there was more to be gained in 
ſtock-jobbing with the notes, than in realizing them in ſpecie, 
which, 
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which, in order to make proſit of it, muſt have lain dead until anew 


augmentation; which was a very uncertain event. In ſhort, there 
was no run upon the bank from the iſt to the 2 1ſt of the month 


of May, when the famous arret in queſtion was given. Then in- 
deed the run came on with violence, and payment was ſtopt. 


ada, The ſecond reaſon why the effects were different when the 
ſtate changed the denomination of the coin, from what they proved 


to be when the N * ee re to 
be this, 1 ö iet! III {701 


That in France the e upon nh coin had been eamilhra 5 


and were expected by every body: and, perhaps, the very making 
the paper a monnoie fixe, had for this reaſon added to the credit of it. 
Amoſt ſurprizing thing! The ſtate took care always to gain, whe- 
ther they raiſed, or whether they diminiſhed the value of the coin. 
The ſtock-jobbers, therefore, never minded the coin at all. If they 
could profit by an augmentation by foreſeeing it, they realized; if 
they could ſee a * before notice Was e 150 then ag 
bought paper n % . 217 2 

The operations on the coin ee affected duch as were 


either reſ pectively debtors or creditors, to people who were obliged 


to pay, or to receive their debts in ſpecie; or who had a fixed reve- 
nue ſpecified in a number of RO There * ee Was er 
as has been frequently obſerve . ; 

| 3tio, The operations upon the ſpecie- never could! 4 . in- 
trinſic value of it, however they might prevent the circulation of 
it for a fixed legal denomination; therefore it remained under all 
combinations of circumitances, a thing valuable to be acquired; 
and it (ill remained a hag ta deſircable N all, and was _ 
fore conſtantly demanded. 5 

But @ diſcredit caſt upon ain paper had axdideoett effect. has 
value 4bere,gepended entirely upon the will of the ſtate, and every 
body fawithat it was us caſy to annihilute it, as to reduce it to one 
half. Ou  difcredity as nad 880 beg of Roping the demand 
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for it, that is, the currency; EAR a run upon the bank 
immediately took place. 

4, The rendring the value of — * 1 precarious, made every 
poſſeſſor of it ſeek to realize it without delay. The proprietors of 
the bank notes ran to the bank; and a run upon the bank, at a 
time when it could offer payment for the notes in no other value 
than actions, was a declaration of bankruptcy. Now it was the 
run upon the bank; it was this claim which the ſubjects h 
right to make upon the bank, for which the King was guarantee, 
which deſtroyed che credit of France ; and it is very evident that no 
operation upon the ſpecie could poſlibly produce any ſuch effect *. 
In ſhort, had this operation upon the paper been ſuſpended for 2 

few months; ; had the people of France been indulged in a little more 
| time, their infatuation in favour of the actions would have carried 
them to employ all their bank notes in the purchafe of thoſe which 
remained in the hands of the tate. By this operation the far greater 

part of the notes might have been withdrawn and deftroyed, and 
_ whentthe bank found themſelves in a ſituation to anſwer the call of 
all thoſe which afterwards remained in circulation, then the ſtate 
might have boldly ventured to diminiſſi the price of actions: be- 
cauſe if that ſtop had occaſioned a run upon the bank for the out- 
ſtanding notes, there would have been coin enough to anſwer them 
at their full value; and this would have confirmed the credit of the 
bank more — any een f 


755 Ie was a api miſtake in this diminution upon the paper to make it gradual 
Was it not evident that every mortal would ſeek to realize a note which was to dimi- 
niſh in its value progreſſively every month? A note worth 10,000 livres, for e example, 
the 2 2d of May, was immediately reduced to $000 livres, and the 1ſt of July, was to 
be worth only 5500. # This was plainly — a run upon the bank. The Riroke 
ſhotild have been-ftruck' at on hr 1 
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CHAP. XXXV. 


2 U | Bank ; may b 22 efetabliſhed in France, as Matters fland | 


ara at preſent. 


Tu prerogative of the Kings of France is limited by no written 
| law, becauſe he 1s acknowledged to be the legiſlature of his 
kingdom; and the exerciſe of his power is only limited by maxims 
of ſtate. The firſt of which is, that he is to govern according to his 
laws, and not according to his ambulatory will. 
Now, in making of laws, the parliament have a ſort of negative, 


de. facto; becauſe the whole regular and legal execution of every law 


18 committed to them: and if they refuſe to regiſter it, they refuſe 
to execute it; and a law without execution is, in fact, no law at all. 

When the King's will can be carried into execution by a ſingle 
act of power, the authority of parliament is of no effect in prevent- 
ing it. When this requires a train of ſyſtematical adminiſtrations, 
| the concurrence of parliament, who hold the whole regular exe- 
cution of the laws, is abſolutely neceſſary. 

Banks of depoſit and of circulation, ſtand, it muſt be confeſſed, 
upon a very precarious footing, under ſuch a government. 


An order from the King is at any time ſufficient to command any 


depoſit of ſpecie which can be made within the Kingdom. While 


this is the caſe, no paper can have any ſolidity, which draws its 
ſecurity from ſuch depoſit. 

Coin, therefore, mult be baniſhed from all banks in France: and 
the uſe of them ſhould be entirely limited to that of an office, for 


the keeping of reckonings between people who have ſolid pro- 
perty, and who may want, on a thouſand occaſions, to melt it 
down in favour of conſumption, trade, induſtry, agriculture, or 
the like. 
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In this light, a general bank may be eſtabliſhed at Paris; and 
branched out over the whole kingdom. The ſtock of it ſhould con- 
fiſt in land property, engaged e make good the en- 
of en es of the bank. | 

Notes ſhould be iffited upon folid ſecurity, bearing no intereſt 
When they circulate as money ; and when they return upon the 
bank, either the original ſecuriries may be withdrawn, or payments 
wn be made-by the transfer of a correſponding perpetual —_— 

Every province, every conſiderable city in the kingdom, ſhould 
be allowed to be intereſted in ſuch a bank: and in every conſider- 
able city, there ſhould be an office tor tranſacting ſuch cxedits, and 
for regularly receiving all payments of intereſt. If the Kingſhould 
think ft to allow his mint to ſupply coin, or bullion, for bank 
notes preſented, at a determinate premium, he might by this ope- 
ration advanee the commercial intereſts of his kingdom, in facili- 
tating the payments of a wrong balance of foreign commerce: but 
without that regulation, the bank will be perfectly ſufficient for 
promoting and ſupporting domeſtic circulation. Every one who is 
able to give ſecurity for a certain intereſt, will be ſure to ſind mo- 
ney: and as the expence of conducting ſuch a bank will be very 
ſmall, the intereſt for money will be very low. 

As I faid before, a bank of this kind would be no more N an 
office, appointed for keeping aecounts between people who are poſ- 
ſeſſed of any paper ſecured upon real and ſolid property: and far- 
ther, in the beginning, at leaſt, I would not adviſe to carry it. 

The general aceompt of the bank would appear in a few articles, 
viz. Credits 2 Wa fo 3 mule ws e ee ſo 
much. - 

Notes returned, 1 W ind of diiterof 10 be paid, 6 10 much; | 
balance in favour of the bank, ſo-much. 1 

A bank of this nature would-anſwer —_— purpoſe ow: promoting 
induſtry and domeſtic circutation/! ooo who rg nol 

Such a bank muſt neither _ UE ever receive coin in paywent: 


— 
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NOW Amine the fabje of Ln BY ſerene, The a 

able advantages drawn from this inſtitution, when properly 
re a in ſupplying money at all times to thoſe who have pro- 
perty, for the encouragement of induſtry, and for improvements 
of all ſorts, and the bad conſequences which reſult to focicty, from 
the abuſe they are expoſed to, has engaged me, perhaps, in too 
long a diſcuſſion of peeticules combinations of circumſtances relat- 

ing to them. 6 6 

I now come to treat of tanks of depoſit or of transfer of credit: 
an inſtitution of the greateſt utility for commerce. a 

Theſe two ſpecies of banks differ eſſentially in two Wea. 

199, That thoſe of circulation ſerve the purpoſe of melting down 
unwieldy property into money ; and: of preſerving the quantity of | 
it at the proportion of the uſes found for it. Thoſe of depoſit, arc 8 
calculated to preſerve a ſum of coin, or a quantity of precious 
moveables, as a fund for carrying on the circulation of payments, 
with a proportional value of credit or paper mager ſecured upon 
them. | 

240, In the banks of dent 80 the fund upon 1288 the credit 
is built, is not corperrally in the cuſtody of the bank; in the other it is. 

The fundamental principle, then, of banks of depolit, is the faith- 
ful preſervation of the fund delivered to the bank, upon e 
credit, in money, is taken for the value. 3 
If at any time a bank of depoſit ſhould wa or ſhould, in- any 
wiſe, diſpoſe of any part of this fund, which: may conſiſt of goin, 
bullion, or any other precious moveable, once delivered ta them, 
to the end that a credit in moncy may be ,writdowty for it au their 
- books of transfer, in favour of the depoſitor, aud his afligns ; by 
that 
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chat act, the bank departs from theprinciples upon vhich it is eſta- 
bliſhed ! And if any bank is eſtabliſhed whicli, by their regulations, 
may ſo diſpoſe of the fund of tlieir credit, then ſuch a bank bes 
comes of a mixed nature, and participates of that of a bank of icir- 
cu lation iI TD (109 10 Aattt oft now: 9940 21113 va 
"Theſe things will be better underſtobd dy reaſoning from an 
erample of a true bank ee 5 H qr baquat ad 09:,2597g9d 
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N authbrs have written concerning this 3 te 
"poſit: particularly, Davenant, Sir William Temple, R 
I Bis Tal 4e Foletel vrt 5 Wahl che duther of the — r 
le Commerce, and Mir. Megens, iti nis bock, which has been tranſlated 
into Engliſh, u under the title of he Univerſal Merchant. 
In theſe authors we find a number of facts, which T ſhall combine 
with my own. informations, and here apply principles to them; in 
order to communicate a inet" idea of this eftabliſhment. A de- 
tail of its particular operations regards practiee, and falls not 
within my ſubject. 4 | 

The original intention of the States of Holland, in, eſtabliſhing 
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that city, which might there perpetuall y remain „buried in à fafe 
TH 2b "211; io If 3 9015 


repoſitory, for the ge Wang Te re NOW Er then EXP lain 
In order, to. accompli iſh tl lan, th ed the . upon 
IN { his p Ny x 50 10 eftabliſh (30 94117 116105 
the, 33ſt day . of Janyary 26s Klare Ig ut 9d 's oh + WY | 
The, method they, felt u CE, is ras 19 ordels has 
all bills of exchange, for a a ing 30 . orins, tho 
— in ſpecie to _ bank; and that th 0 der © Rich bite 0d 
in- 


cf, XXxVII 20 T1 PORNTIOA DDECONOMY: 15 293 


inſtead of receiwing the comm; haya the value 5 timid dun inne 
books: of, the bank to His credit, at hid cWJnnd, tobe gransfermd 
to any perſon he ſhould appoint; hut never more to bo demandable 
from the bank in ſpecs. Dee bag ous byoime s to borne) 

Buy this operation, the maſs of coin everthing conſtantly from 
hand to hand, between the merchants of Amſter dam, began by 
degrees, to be heaped up in the bank; and as the heap augmented, 
ſo did the ſum of credit augment upon the books of the bank. 

It is evident, from this change in the mode of circulation, that no 
loſs could be incurred from the locking up of the con- 8 
As long as coin is in a ſtate of conſtant circulation, it can produce 
no intereſt to any perſon. Intereſt commences from the moment 
the coin begins to ſtagnate; that is to ſay, ſo ſoon as it comes into 
the hands of one who has no ready money demand upon him. 
When this happens the proprietor lends it at intereſt. 

Now the credit in the books. of the bank, which is eve 
ransferable,atqhe, bank: anſwers every purpoſe of coin, 1 
payment; ox tyay.; And the propricter has neither t the trouble of receiy- 
ing the ſpecies, npr;any.rilk. from. rabbery, gs "le n 

The firſt adyantago the city Le eee this n ſtirution, Was, to 
ſecure the reſidence of trade. in that place. 

Capitals transferable only a at che, bank, laid thep proprietors under | 
a neceſſity of f fixing theit 1 ng "where their funds were, and 
where only they could be t turn [ to accompt. e 250 
n had another excellent RX ; in commerce: it pointed one thi 

GP fi A credit in bank is no wiſe ue it is a 
Jun of. undoyb tec ecurity | Oe eng 
111 CHOY C11 16 fl 59.3415 92 1105 0 ok we may 7 ater 
N rom. the. ce 115 157 of iis bank 5 elt * aim cite ,v10 Tears 
the extent of poſit. * 
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is obvious: the credits transferable are of no uſe to thoſe who have 
no occaſion to transfer; that is, to pay, lend, or exchange at Am- 
ſterdam. 80 ſoon, then? : as all the demand of Amſterdam is ſatis- 
fied, the pr oprietors of the overplus will ſegk to realize their ſuper- 
Muous credit, in order to inveſt the en n from uy; in mum 
other place where a demand may ariſe. 8 A 
In order to realize, they muſt ſell their bank Pea for e be- 
cCauſe the bank pays only in transfer. Coin then would be de- 
manded preferably to credit in bank; conſequently, coin would 
riſe in its proportional value to bank money, or bank money would 
doſe, which is the ſame thing. This fluctuation between bank mo- 
ney and coin, leads me to explain what is called the agio of the 


CHAP. xxxvin. 
Of the Agio of the Bank of Anflerdam. 


E have pointed out one motive for eſtabliſhing a bank of de- 
| . poſit at Amſterdam, | Viz. that of fixing the reſidence of trad- 
ing men in that city. 

Another was, to prevent the inconveniencies to ile a ſmall 
fate was expoſed, by the introduction of bad coin, from all the 
| neighbouring countries in Europe, with whom they traded. 

In the territory of Holland there are no mines of gold and ſilver; 
conſequently all they have comes from other countries, as the re- 
turn of a favourable balance upon their commerce. 

At the time the bank was, eſtabliſhed, the republic was in af ſtate 
of, infaney; and any coin they bad, was that of their old maſters 
the Spaniards. This was, unequally coined; many pieces were 
bghe, many had been clipped and waſhed. As they extended their 
traffic, 


traffic, they were a STESTOE ee fem def nany, 
which was ſtill worſe. „gd 1 i 55 

In order then to prevent che .cireulation of ſuch coin, and the per- 
plexities occaſioned, by it in. all accounts, they eſtabliſhed a bank, 


and fixed the ſtandard upon a ſilver coin called the ducatoon, to 


which they -_ the JenOMAmAtIgny of = florins or Suilders bank 
money. 101 1919 Aue 7 1 HA f} 

But as this 2 alſo 5 apeaual, like all the reft of the ſpecic 
10 rde before the introduction of milled coin, and the policy 


of weighing piece by piece at the, mint, the bank appointed the 


ducatoons to be received in bags « of 200 pieces, weighing together 
26 marcs.5 ounces io engles of Amſterdam trocs, or gold weight ; 3 
which being reduced to aces, (the loweſt denomination in this 
weight) make 136, 640 aces. This divided by 200, gives, foe che 
weight of 1 ducatoon, 683.2 aces. 

Let us now convert theſe aces into troy grains, according to the 
proportion eſtabliſhed. between Dutch aces and troy ain in the 
laſt chapter of the third book. 
The equation will Rand chus, 
5192.8 aces, being equal to 3840 tro y-grains, (683.2 accs, there- 
fore, will. equal 505. 21 troy-grains; AR conſequently, is the 
weight of a ducatoon, or of 3 florins bank money of Amſterdam. 


Next as to the ſineneſs of this e ee vcd TIFF 


The ducatoon was coined, accor ding to the mii taridard, be | 


14 loots 16 grains fine: that | Is to ſay, i it is $ 250: HF u and 7 2 
go 5 9 775 F 

To find, therefore, the number of Hollands aces, and of troy 
grains of Ane lilyer i in che ducatoon, "ſtate the two folb wing b 


portians: f 


* a . 
Ann THOH t6 71011 191511 N! 


288 268: 685.25 6355. 75 aces Fine Eu V1099p9HG) 
285 : 268: : 505-2 1: 470.13 troy-grains fine; 6 10 mo 
"oh 6! laſt pl ce, if we divider t e number of aces, and troy gruins 
15 een plo ducatoon, 'by 3, We Thillf ite che Anme 
flver in 1 bla? auido bal roney. ee vil 
N 1.91 aces, alle £248 alt Dr Fe Ts HHN 
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Theſe calculations premiſed, it would be an eaſy ching to fx che 
exact par of the metals, between ſterling and bank money of Am- 


ſterdam, were the Britiſh coin of legal weight, and were the metals 
there rightly proportioned. But 3s it to be ſuppoſed, that any per- 
ſon who has bank moncy of Amſterdam, would exchange, at the 
par of che metals, with ſterling ſilver, which is many per cent. too | 
light, or againſt Engliſh bank notes paid in gold, always overrated 
with regard to the filver, and often too light alſo? _. 

While, therefore, the coin of Great Britain ſtands upon tde pre · 
ſent footing, all calculations of the par of exchange, as it is com- 
monly computed, upon the intrinſic value of the coins of * | 
nations, muſt be deluſive and of no utility whatever. | 

For the ſake of giving an example, however, here 4 ny gar 
of the two curxencies, upon ſilver ſterling coin of full weight. 

One pound ſterling ſhould contain, .as has been ſaid, of fine ver 
1718.7 troy grains, and contains 240 pence ſterling: ſtate, therefore, 
the following proportion, and you will find how many pence ſter- 
ling one Ain of Amſterdam banco ſhould be worth, 

6 MY ABT 240:; 156.71: 21.889. 

Thus : 21 883 pence ſterling is exactly the real par of an nien 
florin banco, ſuppoſing b N to be ſilver, at the full 
weight. 1 

The florin bank money being regulated upon the GI an 
old ſpecies not now coined, the fineneſs of the ſilver was deter- 
mined ; and the weight of the 250 ducatoons being determined alſo, 
this regulation determined the weight of ſingle pieces, and . 
the ſtandard of the florin banco, in weight and fineneſs. 1 

The current money in Holland, coined by the ſtate, is the Saks | 
of 200.2 1 aces fine, as we have ſeep. in the laſt, chapter of the pre- 

| ceding book. _ 

80 ſoon as the ſtate coined their current florins at 200.41 aces, it 
is evident, that the ducatoon, which contains. threg times 2111 


ages, muſt riſe i in its value. Accc v.. the piece Which, was an 
bank Money, 3 florins, became 3 florins 3 ſhivers current money. 


"Girlie, Ain * rortrre Ar ECD. If 
is What bs called de agis or due baut or Run. 


„„ 1 — 


ſterdam. | 1 
; Nen it appears, 4 the adranced value of the bank money 
aboee the current money of Holland, is not bwing to the great cre- 
dit of the bank, as ſome 3 imagine, but to the ſuperior intrinſic vane 
K the coin upon which the ſtandard of the bank money is fixed, 
Let us next determine the exact difference betweefl the bank and 
che current money, which difference 1 ſhall call the 1 10 
rr e Ent OY : 
200.21: 217.9 ::100% GWG 

Doom which 1 it appears, that the bank imbivey is 5.9 fen cen i 

trinſically better than the current money of Holland. "PP 

We have ſeen in the chapter referred to, in What a confaſed fare 
the Dutch coin is at preſent, and how it hetomes x fcience to com- 
prehend any thing concerning it. Por tit teafdlt it is, chat; tlie le- 
gular agio of the bank money of Auuderdehn is Ways fpporel 
to be 5 per cent. Farther, nee mu mn 

The ducatoom, upon which it is ehotel Sue for 3 florins 
3 ſtivers, which is juſt 5 per cent; better than 3 florins, at which it 
was rated when the bank was CREDIT? voi 4 or d che coins 
which circulate are lignngnt. 

Thoſe who conduct the affairs of the bank: i now loſt fight 
of this — coin, which 1 is rarely found rirculating, in conſider- 


1118 
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worth of 2 "oy aces of fine flycr; and as the value of ſilver varies, 
they publiſh regulations for receiving coifi, ſuch as Spaniſh dollars, 
French crowns, Sc. according as they find che proportion of their 
worth in bank money: and compounting the value 'of gold With 
the valde of filver] they make the ſame regulations as to gold. 

L have inſiſted tog long already upon the ſubtilties of the varia. 
tions itt the proportion between gold and filver, to take it up again 
in this place: My intention is to explain the principles upon which 
this great bark of depoſit is eftablillied, and not 10 2 into a 

vo ton. 2253 277, + NfH Qaq FUG 430 BU Adetail 
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detail of the mechaniſm of their adaptitig . variable. coins of 
ge to their own ſtandard. n 

Thave ſaid, that the ſum of credit, written itt the bobs op the 
bank, is in proportion to the 40g re e aue pe 
Anmut the trade of Amſterdam. mn. weng 

Conſequently, as this ENCULISION Cp Ng the: edemand d for bank 
money increaſes alſo. 3 

Again; in proportion as the demand for bank money increaſèes, 
the agio riſes; and on the other hand, as the rwe for current 
money increaſes, the agio falls. 

Thus we ſaw in the laſt war, ann. 1788 TWP 1762 chat agio . 
below 5 per cent. The reafon was plain. The great cireulation 
earried on in Amſterdam was conſiderably directed towards the 
wes of the war. There bank money was of no uſe; coin only 
could ſerve the purpoſe.” Accordingly agio fell to — per cent. 
and as gold was much more eaſily tranſported than ftlver, that 
metal roſe ; per cent. above the ordinary proportion of 1 to 143. 

Demand regulates every thing; and this demand makes the 
agio fluctuate; ſometimes riſing 8 and 8 —_—_ ca 
low 5 ger cent. 


CHA P. XxXXIx. 


C ontinuat ion 0 the ſame Subjeft ; and concerning the Circulation 
1 Coin through the Bank of Amſterdam, 535 Ny 5 


: ITHERTO we have repreſented this bank as a gulf, which 
H. is calculated to ſwallow up the coin of Europe; j without 


having pointed out any faculty of ET, upa part of the trea- 
ſure ſo | ſecured, in caſe of an overcharge.” 


3 his. 


144. 
- 4 
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This has appeared a myſtery to many, and a defect in the conſti- 


ae of the bank. __ bigbastoawo mn TK 
But when the principles upon which it is eſtabliſhed: come to whe 
compared with fome branches of their adminiſtration, which are 
publicly Known, perhaps the myſterious part may be unravelled. 
And although I do not pretend to give an entire. ſatisfaction as to 
every minute particular, I think I can ſhew how, and to what ex- 
tent, the treaſure may circulate, ſo as to occaſion no abuſe, either 
from the hoarding it on one hand, or from the diſſipation af it, 
for the ſervice of the ſtate, on the ether: and if all theſe conjec- 
+ tures ſhall be found to hang together, and appear. conſiſtent with 
principles, without being contradicted by any known fact, then 1 
may conclude, that ſuch a ſyſtem of banking as I deſcribe, is at 
leafl, a poſlible ſuppoſition, whether it exactly coincides; with that 
of Amſterdam, or not. And who knows but my ſpeculations! may 
enable ſome perſon of more knowlege and more ſagacity than I 
am poſſeſſed of, to render this curious operation of credit ſtill more 
generally underſtood than hitherto it has been. 5 
I have ſhewn how the agio riſes and falls, acconding 1 to the 4 
mand for bank money. 
So long, therefore, as the agio does not fall below the if | 
between the value of the two currencies, it is àa proof that all the 
credit writ in the books of the bank does not exceed the uſes for 
it : conſequently, the coin locked up, which never can exceed the . 
credit on the transfer books, and which, were it not locked up, 
could be of no more ſervice than the credit itſelf, in circulating 
the trade of Amſterdam, does not exceed its due proportion: con- 
ſequently, it is not hurtfully withdrawn from commerce; conſe- 
quently, no abuſe is implied from the hoarding of it. 
But let me ſuppoſe a caſe; which may happen ; to wit, that for 
a certain time, the trade of Amſterdam may demand! a larger [ot 
ply of credit in i bank, than i is neceſſary upon an average. 'Wilfn 
this raiſe the 'agio ?''No doubt. &- the” agio Ties to high as to 
aflord a premium upon carrying coin to the bank, upon the foot- 
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ng of cheir own regulations, this will augment the ſum of bank 
credit; becauſe the ane; ſo carried tothe hank, becomes incor- 

porated with. the bank ſlock ; the value is writ, in the books of the 
bank; and when, this.is done, tha coin is lacked up for erer. 

If then it ſhould happen, that the trade of Amſterdam ſhould, 
afterwards. diminiſh, ſo as to return to the ordinary ſtandard, will 
not this overcharge of credit depreſs the rate of bank money, 
and fink the agio too much below the par of the W Dun 
the two currencies? 33 
Io theſe difficulties L anfwer, ke one = deing ignorant of 
facts, which I never. could get aſcertained by any perſon in Hol- 
und to whom 1 had acceſs for information, and which remained 
hid from moſt people in the deep arcana of Amſterdam politics, 
muſt have recourſe to conjectures, founded upon natural ſagacity. 

Firſt then, The city of Amſterdam knows, from long experience, . 
the rate of demand for bank money; .and.it is not to be ſuppoſed, 
that upon any fudden emergency, which may. heighten that 
demand for a time, they ſhould be ſuch noviees as to increaſe - 
the credit upon their books ſo far, as to run any riſk of overſtock- 
ing the market with it; eſpeclally as, on ſuch. occafions, the defi- 
ciency of bank credit might be ſupplied with coin, conſtantly to 
be found in the city of Amſterdam, as we ſhall explain prefently. 

Farther, Who will ſay, that there does not reſide a power in the 
managers of this bank to iſſue coin for the ſuperfluons credit, in 
caſe that, in ſpite of all precautions to prevent it, a redundancy of 
bank credit ſhould at any time be found upon their books? 

It is. very true, that no perſon, having credit in bank, can de- 
mand coin for ſuch credit; and as no demand 'of” char ſort can 
ever be made, it is very natural to ſuppoſe, that a redundancy of 

coin and credit can never be purged of. 

During my ſtay in Holland, F was at great pl to 1 purpoſe, 
to diſcover whether ever tlie bank. iſſued any part of cheir credit 
caſſi upon any ſuclx occaſions; Every one I converted with'was of 
opinion, that if ever any coin had been taken from tlie treaſure of 

6 nein An. gie 


* 
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che back, zt wu Have Been by atithiority of the Ratet, for national 


purpoſes: a ſtep ebndueted Wali the greateſt fecrecy; and the 
matter of fact, I found; was extremely doubtful. But this is no- 
thing to the preſent purpoſt. That tlie coin may be difpoſed f, 


r allow, though 1 do not believe it; bur how is the ſuperfluous 


we. 


credit, "writ in the books, R of: These nien the dit 


fieulty. . 


The 3 opinion is chat coin has been taken out for the 


$4 #FIE> 45 


contrary. 


I am Ae to give my opinion, not only as to this point, but 
upon the main queſtion ; and this not from information, but from 
conjecture; which I hall humbly ſubmit to che better judgment . 


of my reader. 


My opinion chen is, imo, That every Hhilling written in the - 


books of the bank, is actual locked up, in coin, in the bank re. 


poſitories. 


2d), That although, by the regulations! of the bank, no- coin 
can be iſſued to any perſon who demands it in confequence of his 


. 


credit in bank ; yet I have nor the leaſt doubt, but that both the - 
credit written in the byoks of the "Bank, and the caſh itt their repofe tories. 
which balances it, may ſuffer” alternate angmentations and diminations, ac- 


cording to the greater or leſs demand for bank money, il can prove this, . 


all difficulties will be removed. 
My reaſons for being of this Pt are, 


imo, From principles, I muſt conclude, that if, upon any occa- 


ſion Whatever, even when the ſmalleſt demand for bank money, 
and the greateſt demand for coin takes place, there was an impoſ- 


ſibility of producing the leaſt diminution. of bank credit, or of. 
procuring any ſupply of the metals from the bank, the conſe- 


quence certainly would be felt, by an extraordinary fall in the va- 
lue of bank money; or which, is the ſame thing, in other words, 


by an extraordinary riſe } in tevalge of che metals, when compared 
with bank k. money. 


Now: 


2 
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Now, this is a caſe. which never happens. Variations upon the 
rate of agio, of 2 or 3 per. cent. perhaps more, are frequent and 
familiar. The demands of trade, for coin or credit, are ſo flue- 
tuating, that. ſuch variations are unavoidable; but were there an 
overcharge of bank credit, which no power could diminiſh, that 
overcharge would quickly be perceived; becauſe the fluctuations 
of the agio would entirely ceaſe; as the balance of a ſcale, nearly 
in. equilibrio, ceaſes from a total overcharge on one ſide. 

Ado, My ſecond reaſon is een 88 a matter. of 25 which 
1 muſt now apply. 

There are upon the ſquare before the town-houſe. of 8 
(che place de Dam) between 10 and 11. in the morning, a number 
of caſhiers, whoſe buſineſs it is to buy and ſell bank credit, for 
current coin. They bargain with all thoſe who have occaſion 
either: to buy or ſell; and according to the demand for ſpecie; or 
bank credit, the agio riſes or ſinks: and as theſe caſhiers muſt 
conſtantly gain, whether they furniſh bank credit or current coin, 
ſince they are never the demanders in either operation, it is com- 
monly found, that there is in their favour about „ per cent. or per- 
haps f per cent. according to the revolutions in the demand: that | 
is to ſay, one who would firſt buy ſpecic, and then {fell ah would 
loſe , or perhaps but „, upon his operation. 

From this circumſtance of buying and ſelling of . credit 
with coin, and vice ver/a, I think can reſolve the myſtery men- 

tioned above, viz. how the conftant accumulation of coin in the 
bank of Amſterdam, . ſhould never have the effect. of depreciating 
their bank money, by augmenting, beyond the demand for it, 
the quantity of their depolit, and of the-credit written in their 
books. 

It is a matter of fact, that Pj LE lends both coin GR SE ES to 
the brokers, caſhiers, or lombards, who are ONION Found on 
the place de Dam, . mo n23nDd vi 

Whenever, therefore, the bank finda that e ee low, 

welt} Mee to the coin; and when, in conſequence. of that, the 
| demand 
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demand for coin increaſes then they lend coin out of their repoſi- 
tories to the brokers; ; and when it g, they lend credit. | 


This coin the brokers diſpoſe of to thoſe who have bank money, 
and who want to convert it into coin. They ſell the coin for bank 


credit: the purchaſer writes off the transfer in favour of the 


broker, and he again repays the value of the coin to the bank, 


by transferring the credit he een for the- _— in een of 


the bank. 


This done, tlie bank may expunge this credit n web books; 
by which means their depoſit of coin is er erg ee, and 1 the 


ſum of credit which was found ſuperfluous. 
if, on the other hand, the circulation of the trade of the city 


ſnould, in a ſhort time afterwards, begin to increaſe, thoſe who 
have coin, which in that caſe would not ſo well ſerve the uſes of 
circulation as the bank credit, come with it to the brokers, who. - 


ſell them bank credit for it; this coin the brokers deliver to the 
bank, which writes off the credit lent to the nn in een of 
him who has paid his coin for it. iff 


This is, as far as I can gueſs, the nature of the circulation of 


the coin in the bank of Amſterdam. : 
It is a curious method of preſerving an chk proportion between 


the coin in depoſit, the credit written in their books of N 


and the demand for bank money. 

The plan is quite conſiſtent with Welpe and checks exactly” 
with thoſe matters of fact which are known to all the world.” 
Whether the operation be conducted exactly in the, way I have re- 
preſented it, or not, is a matter of ſmall conſequence to us, Who 
aim at nothing more than the inveſtigation of e principles” 
upon which ſuch operations may be conducted. 

When we compare this operation with thoſe of the bank of cir- 
culation, which we have already W we find a group ana- 
logy between them. 

We have Teen now the notes iſſued by banks of circulation in- 
creaſe and diminiſh according to demand: and now we ſee ho- 

| me: 
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che ſame principle operates in hanks of depdſir,: W ne 
coin on demand. In che firſt cafe; the maſs; of ſecurities, or coin 
of the bank, is diminiſhed, without the conſent of the bank, by 
the act of their creditars ; that is, the holders of the notes, In 
the laſt caſe, the creditors, or pexſgns who have credit in bank. 
cannot, by their own act, diminiſh. the quantity of che coin depe- 
ted, nor of the credit written; but the bank itſelf, by the help of 
thoſe interpoſed perſons, the brokers on the place de Dam, is en- 
abled r an exact balance between bank money and the 


it when it is ee to regorge. 


From this I conclude, that the treaſure ef the bank A. 3 Amſter- 
m is not near ſo great as ſome authors, from mere conjecture, | 
have aflerted, | 

The author of the. Eſſay on commerce, reckons it at four hun- 
dred millions of guilders ; and the Amſterdam edition carries in 
the margin a correction, which gives us . underſtand, that it 
amounts to between eight and nine hundred millions. Davenant 

eſteems it at 36 millions ſterling. Mr. Megens, an author of great 
judgment and ſagacity, eſteems this treaſuxe at no more than about 
60 millions of guilders, or about 5, 500, oo0 J. ſterling; a ſum (ſays 
he) wherewith great things may be done. Univerſ. Merchant, 
ſect. 61. I agree entirely with him, that for the ready- money de- 
þ | mands of the trade of Amſterdam, that ſum, conſtantly in circu- 
3 lation, may go a great length. 
[ What has miſled moſt people in their eſtimation of this treaſure, is 
| the appearance of a conſtant accumulation, without any reſtitu— 
tion : but that there is a conſtant egreſs, as well as ingreſs of coin 
to this bank, I think I have rendred pretty evident. 

Beſides the permanent credit written in the books of transfer, 
concerning which we have been ſpeaking, the bank of Amſterdam 
receives, in depoſit, vaſt ſums of coin every year, which are not 
incorporated with the bank treaſure, ran remain in the bags in 
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which they are delivered, under the joint ſeals of the bank and 
of the perſon who delivers them. 
This operation comes next to be explained. 

The trade of Holland draws a conſtant flux of coin and bullion 
into the country; and that trade ſends a conſtant flux out of it. 
The eſtabliſhment of the bank of Amſterdam renders the uſe of 
this coin and bullion, upon many occaſions, ſuperfluous, as money. 

It therefore remains as a commodity, the value of which riſes 
according to exigencies, or the demand for it. | 

When the precious metals come from Spain, Portugal, and other 
nations, who owe a balance to the Dutch, they are lodged in the 
bank of Amſterdam in the following manner. 

The proprietors carry them to the bank in ſacs compoſed of a de- 
terminate number of pieces, and the ſac muſt be of a determinate 
weight, according to the regulations of the bank, from time to 
time; for which the bank writes off credit in bank, at certain rates, 
according to the coin lodged, to the account of the proprietor. 

But as this coin is received, upon condition chat it may be drawn 
out again, ſo ſoon as the depoſitor ſhall demand it; inſtead of 
writing off the whole value upon the books of the bank, they only 
write off a certain part, (ſuppoſe 90 per cent.) and for the remaining 
10 per cent. they deliver what they call a recipye, which is an obli- 
gation by the bank to re-deliver, upon demand, the individual 
lacs, ſealed with the ſeals of the bank and of the depoſitor. This 
recipyſe is transferable at the will of the perſon to whom it is de- 
livered. Farther, _ | 

He who has pot his coin ſo in depoſit, becomes bound to pay to 
the bank 1, 2, or: per cent. every lix months, according to the 


coin: that is, upon gold: per cent. on 1 of eight and rix- 


dollars 3; on ducatoons : per cent. and in caſe he neglects ſo to do, 

then the coin becomes conſolidated with the treaſure of the bank, 

and can no more be drawn out, in virtue of the reciprfc.. 

This being performed, the depoſitor may transfer, at will, all 

the 9o per cent. of his credit, in the courſe of his buſineſs; and fo 
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ſoon as the value of coin riſes in the market, he muſt fill up his 
credit in bank to the full value of the 90 per cent. and then pre- 
ſenting his recipifſe, he receives back his own individual coin, ſealed 
with his own ſeal, as when at firſt delivered. 

If he finds that it is either inconvenient for him to fill up his 
credit, or that he has no occaſion for his coin, upon the riſe in its 
value, he may then ſell his recipiſſe to another, who has credit in 
bank equal to the value of the depoſit ; and he, in virtue of the 
recipiſe transferred to him, withdraws the coin, as the Peron MOR 
have done who put it in depoſit. 

The recipiſſe itſelf, which is what gives a ds to the coin to any 
one who is the proprietor of that paper, and who has credit in 
bank for the ſum contained in it, riſes and ſinks in its value, ac- 
cording to the price of the coin to which it carries a right. 


In this manner coin, which otherwiſe would be dead in a ware- 
houſe, is made to circulate, in favour of the owner, during the 
depoſit, remaining at the ſame time always at his command; and 
the keeping of the coin brings into the bank a ſmall profit, bur 
which, by conſtant accumulation, becomes conſiderable. | 
I have faid above, that the bank of Amſterdam puts forth, 
from time to time, what regulations they think fit, as to the rate 
at which they receive the different ſpecies of coin. Theſe regula- 
tions arc formed according to the ſluctuation of the value of the 
metals. When ſilver riſes above the proportion it had before, witli 
reſpect to gold, then the ſilver ſpecies is received at a higher rate 
than formerly. When gold riſes in proportion to ſilver, then che 
Bold coins are received at a higher rate than formerly. 
This regulation produces the ſame effect as that, which I for- 
merly recommended in the third book, would do, in fixing a 
_Mtandard for the unit of the money of Great Britain, according to 
the mean proportion of the metals: and it was for this reaſon, that 
{Book III. part I. chap. 1.] I aſſerted the bank money of Amſler- 
dam to be an invariable unit, which the art of man had invented; 
| that 
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that it ſtood like a rock in the ſea, immoveable by the fluctuating 


proportion between the metals. 

It is no objection againſt this, to allege the variation of the agio, 
and the fluctuation of the value of bank money according to 
demand. Theſe variations ought to be referred to the coin, not 
to the bank money: the bank money is to be conſidered as fixed, 
becauſe it has all the characters of invariability. 

If, indeed, the affairs of the bank came to be ill adminiſtred, 
and that the credit written in the bank were allowed to ſwell ſo 
far beyond the demand for it, as to ſink the value of bank money 
ſo far below the rate of coin as to make it impoſſible to recover 
itſelf ; then I ſhould allow that the bank money was no longer an 
invariable ſtandard : but in this caſe, I ſhould conſider the bank as 
1n a kind of political diſcafe, becauſe it would then be withdrawn 
from under the influence of its own principles, which hitherto 
has never been the caſe. 

It has been imagined by many, that.the treaſure of the bank of 
Amſterdam has been, upon certain occafions, made uſe of for the 
public ſervice. This is a conjecture merely; and perhaps it has 
been owing to the opinion which commonly prevails, that the trea- 
ſure far exceeds all the uſes which it can ſerve for. But as I am 
perſuaded, 1%, That this opinion is void of all foundation; 2, 
That the treafure never can exceed the credits written ; and, 
31, That the credits never” can exceed the uſes thoſe merchants 
have for them: ſol am of opinion, that a value, in coin, to the 


full extent of thole credits, actually exiſts in the repoſitories of 


the bank; becauſe if I ſhould ſuppoſe the contrary, it would 
imply a notorious infidelity in the bank adminiſtration: an infide- 


f lity, which, if ever it ſhould be diſcovered, would overturn the 


w hole credit of the bank, and, at one ſtroke, deſtroy the hole 
trade of that city. Now the uſe of three or four millions ſterling, 
to the ſtates of Holland, which they can procure w hen they will, 
at a very moderate intereſt, is not an object in the eyes of that ſa- 
gacious government, ſufficient to engage them to tamper with the 
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bank treaſure; and the rather, that were they driven to the neceſ- 
ſity of having recourſe to the bank, I make not the leaſt. doubt 
but that ſo great a company would be of more ſervice to the ſtate 
in writing off upon an occaſion. a , temporary, untrangferable credit at 
intereft, which might afterwards be expunged,, in order to procure 
coin within the country, than by delivering the coin correſponding 
to the credit of private merchants, which, they muſt lobk _— 
a moſt ſacred depoſit. Ins Big . 
JE we compare the, credit of the bank of eee with the 
credit of the bank of England, we ſhall. find the firſt infinitely 
inferior to the latter as to extent, though not one- bit e in 
reſpect to the ſolidity of it. 
The extent of the credit of the bank of Aeon is Ads to 
the ſum of the credits written in their books, either in permanent 
| transfer, as I ſhall call; it, or in credit on caſh depoſited upon reci- 
pilſe. All this credit put together, .cannot extend: beyond the limits 
of the circulation, of the city of Amſterdam, in their domeſtic 
| dealings, and in their oFIFRANGE bulnels,; 3 which Jak is Indeed 
Very. Fat. , 341 1 54 1 
But᷑ the credit of he bak of; Decks is ROD" Gn a a to 
all the circulation and exchange buſineſs of London, and all the 
taxes paid in Great Britain, This bank, in circulating its paper, is 
not limited to the weight of coin in England. The whole intereſt 
of the national debt, and expence of the ſtate, may be paid in the 
paper of the bank, and be perfectly well ſecured, although their 
treaſure, in coin may ſeldom amount to above four minen ſter- 
ling. 1150 5411 (19 Hil 
„We, muſt howeres, allow, that oaks: of . ken in 
conducted, are liable to great abuſe; as has been abundantly ex- 


plained in treating of the Miſſiſi ppi. But how eis abuſe to be pre- 
vented, while men conduct? And diſaſters may happen to a bank 


of depoſit, to which the other is not ſo much expoſed. May not 
the treaſure of the bank of Amſterdam be lent out on bad ſecurity ? 
May not the ſlate lay hold of it? May: not an earthquake ſwallow 
| | | 0 up 
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up the fladthouſe'? 4 May not the ſea break in, and demoliſh it? 
May not another invader, like the late King of France, in 1672, be 
more ſucceſsful, and carry off the bank ? ' 

\ Theſe are abuſes and calamities to vhich the bank of aki. 
dam is expoſed ; and krom many e of which the baun of ws mans 
is in a great meaſure protected. 

Beſides the banks I have mentioned, not fo much with a view 
to give an hiſtorical account of their operations, as to illuſtrate 
the principles on which they are eſtabliſhed, there are many 
others in Europe of great and extenſive credit; ſuch as that of 
Hamburg, Venice, Genoa (until the ſtate ſpent the treaſure depo- 
ſired) Nuremberg, &c. Every one of theſe participate more of the 
nature of that of Amfterdam; than of thoſe in Great Britain. They 
are more calculated for preſerving the ſtandard of their bank mo- 
ney, againſt the adulterations of coin, and for providing a fund 
of caſh, transferable in bank credit, than for the aſſiſtance of go- 
vernment, or the melting down of ſolid property, which are fans 
great advantages peculiar to ban of circulation. 

Theſe laſt are alſo infinitely more lucrative to the bean than 
thoſe of depoſit, from the intereſt they draw from credits given, 
diſcount of bills, and loans to government. , 

The profits on the bank of Amſterdam are very ni They 
are confined to the ſmall emoluments of 2 ſtivers for every transfer; 
beſides tlie intereſt they draw from the brokers on the place de Dam, 
for the coin and credit they farniſh them with; and, in the laſt 
place, the 1, 7, or + per cent. every ſix months, for the coin depoſited, 
in order to be afterwards drawn out. But on the other hand, they 
are freed from the enormous expence of providing coin for the 
payment of foreign balances, and from the great Veiifü er 
neſs which the circulation of paper implies. 
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of the ff Principles f Exchange. 


AVING ended what 1 had. to ſay * 1510 in e ad of 
the-principles of private credit have been ſufficiently deduced, 
I now proceed to the doctrine of exchange, which is the principal 
operation of mercantile. credit. | 
The ſecurity which merchants 2 take from one 88 
when they circulate their buſineſs, is a bill of exchange, or a note 
of hand: theſe are looked upon as payment. When they give cre- 
dit to one another in aceount, or otherwiſe, the cauſe of confidence 
is of a mixed nature; cſtabliſhed partly upon the ſecurity of their 
effects, partly on the capacity, integrity, and £999 tuns, of the 
perſon to whom the credit is given. | = 
No man but a merchant has any idea of the extent. nad: nature of 
this kind of credit, It is a thing to be felt, but cannot be reduced 
| | to 
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to principles; and merchants themſelves can lay down no certain 
rules concerning it. It is an operation which n depends reg 
their own ſagacity. 

But when they deal by bills of exchange, the caſe is very dif- 
ferent. The punctuality of acquitting thoſe obligations is eſſential to 
commerce; and no ſooner is a merchant's accepted bill proteſted, 
than he is conſidered as a bankrupt. For this reaſon, the laws of 
moſt nations have given very extraordinary privileges to bills of 
exchange. The ſecurity of trade is eſſential to every ſociety; and 
were the claims of merchants to linger under the formalities of 
courts of law, when liquidated by bills of exchange, faith, confi- 
dence, and punctuality, would quickly diſappear; and the great 
engine of commerce would be totally deſtroyed. 

A regular bill of exchange is a mercantile contract, in which four 
perſons are concerned, viz. 1. The drawer, who receives the value: 

2. His debtor in a diſtant place, upon whom the bill is drawn, and 
Ws. muſt accept and pay it: 3. The perſon who gives value for 
the bill, to whoſe order it is to be paid: and 4. The perſon to whom 
it 1s ordered to be paid, creditor to the third. 

By this operation, reciprocal debts, duc in two diſtant parts, are 
paid by a ſort of transfer, or permutation of debtors and creditors. 

(A) in London, is creditor to (B) in Paris, value 10014. (C) again 
in London, is debtor to (D) in Paris for a like ſum. By the operatioz 
of the bill of exchange, the London creditor is paid by the Londot 
debtor, and the Paris creditor is paid by the Paris debtor; conſe- 
quently, the two debts are paid, and no money is ſent from London 
to Paris, nor from Paris to London. 

In this example, (A) is the drawer, (B) is the accepter, (C) is the 
purchaſer of the bill, and (D) receives the money. Two perſons 
here receive the money, (A) and (D), and two piy the money, (B) 
and (EC); which is juſt what mult be "WOE mpg rwo. 1 nn 
two creditors clear accounts. 

This is the plain principle of a bill of beben From which it 
appears, that rec NINE and equal debts only can be CN oy 
or pb I $017 & O 
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When it therefore happens, chat che reciprocal debrs of London 
= Paris (to uſe the ſame example) are. not equal, there ariſes a 
balance on one ſide. Suppoſe London to owe Paris a balance, value 
100/, How can this be paid? I anſwer, that it may either ho done | 
with or without the intervention of a bill. 
With a bill, if an exchanger, finding a demand for a bill upon 
Paris, for the value of 100/. when Paris owes no more to London, 
ſends 100 J. to his correſpondent at Paris in coin, at the expence, I 
ſuppoſe, of 1/. and then, having become creditor on Paris, he can 
give a bill for the value of 100 J. upon his being repaid his expence, 
and paid for his riſk and trouble. 


Or it may be paid without a bill, if the London debtor ſends the 
coin himſelf to his Paris creditor, without employing an exchanger, 
This laſt example ſhews of what little uſe bills are in the pay- 
ment of balances. As far as the debts are equal, nothing can be 
more uſeful than bills of exchange; but the more they are uſeful 
in this eaſy way of buſineſs, the leſs profit there is to any perſon to 
make a trade of exchange, when he i is not himſelf concerned, either 
as debtor or creditor. 


When merchants have anne to draw and remit bills for the 
liquidation of their own debts, active and paſſive, in diſtant parts, 
they meet upon change; where, to purſue the former example, 
the creditors upon Paris, when they want money for bills, look out 
- for thoſe who are debtors to it. The debtors to Paris again, when 
they want bills for money, ſeek for thoſe who are creditors upon 
it. This is a repreſentation of what we have frequently called the 
money market, in which the demand is for money, or for bills, 

This market is conſtantly attended by brokers, who relieve the 
merchant of the trouble of ſearching for thoſe he wants. To the 
broker every one communicates his wants, ſo far as he finds it pru- 
dent; and by going about among all the merchants, the broker 


diſcovers the ſide upon . che greater n lies, for money, 
or for bills. 


we 
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We have often * that he who is the ae in any bar- 
gain, has conſtantly the diſadvantage in dealing with him of whom 
he demands. This is no where ſo much the caſe as in exchange, 
and renders ſecrecy very eſſential to individuals among the mer- 


chants. If the London merchants want to pay their debts to Parts, 
when there 1 is a balance againſt London, it is their intereſt to con- 


ceal their debts, and eſpecially the neceſſity they may be under to 
pay them; from the fear that thoſe who are creditors upon Paris 
vould demand too high a price for the exchange over and above par. 
; "mw the other hand, thoſe who are creditors upon Paris, when 
paris owes a balance to London, are as careful in concealing what 
is owing to them by Paris, from the fear that thoſe who are debtors 
to Paris would avail themſelves of the competition among the Paris 
creditors, in order to obtain bills for their money, below the value 
of them, when at par. A creditor upon Paris, who is greatly preſſed 
for money at London, will willingly abate ſomething of his debt, 
in order to get one who will give him money for it. 
lt is not my intention to dip into the intricacies of exchange: all 
intricacies muſt here be baniſhed; and inſtead of technical terms, 
which are very well adapted for expreſſing them, recourſe muſt be 
had to plain language, for pointing out the ſimple operations of 
this trade. It is by this method that principles muſt be deduced, 
and from principles we ſhall draw the mn which may ” 
derived from them. 

From the operation carried on among merchants upon Chan ge, 
which we have been deſcribing, we may diſcover the conſequence 
of their ſeparate and jarring intereſts. They are conſtantly intereſted 
in the ſtate of the balance. Thoſe who are creditors on Paris, fear 
a balance due to London; thoſe who are debtors to Paris, dread a 
balance due to Paris. The intereſt of the ſirſt is to diſſemble what 
they fear; that of the laſt, to exaggerate what they with. The 
brokers are thoſe who determine the courſe of the day: and the 
moſt intelligent merchants are thoſe who diſpatch their . 
before the fact is known. | N 
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224003360951 18753 gon. 
Now I aſk, how trade, in general, is interefied-in'the. queſtion, 
who ſhall outwit, and who ſhall be outwitted, in this rl 
operation of exchange among merchants? s 
The intereſt of trade and of the nation is, principally concerned 
in the proper method of paying and receiving-the balances. It is 
alſo concerned in preſerving a juft equality of profit and loſs among 
all the merchants, relative to the vcal ſtate of the balance. Un- 
equal competition among men engaged in the ſame purſuit, con- 
ſtantly draws along with it bad conſequences to the general under- 
taking, as has often been obſerved; and ſecrecy in trade will be 
found, upon examination, to be much more uſeful to merchants 
in their private capacity, than to the trade they are carrying on. 
* Merchants, we have ſaid, in ſpeaking of the bank of England, 
endeavour to fimplify their buſineſs as much as poſlible ; and com- 
mit to brokers many operations which require no peculiar talents 
to execute, This of exchange i is of ſuchl a nature that it is hardly 
poſſible for a merchant to carry on the buſineſs of his bills, with- 
out their afliſtance, upon many occaſions. :'When merchants come 
upon Change, they are ſo full of fears and jealouſies, that they will 
not open themſelves to one another, leſt they ſhould. diſcover what 
they want to conceal. The broker is a confidential man, in ſome 
degree, between parties, and brings them together. 
Beſides the merchants, who circulate among themſelves heir re- 
ciprocal debts and credits, ariſing from their importation and expor- 
tation of goods, there is another ſet of merchants who deal in 
exchange; which 1 1s — e eee and exportation of money and 
bills. | 2 A&D; tai; rica 
Were there never any balance on ie trade ak; nations, ee 
and brokers would find little employment: reciprocal, and equal 
"debts would cafily be tranſacted openly between the parties them- 
ſelves. No man feigns and eee except when he thinks he 
has an intereſt in ſo doing. UL 9149-216» tcx290 900 
But when balances come to be paid, exchange hecomen is intricate; j 
and merchants are ſo much employed in Particular branches of 
buſineſs, 
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buſineſs, that they are obliged to TLC me finotdhibg of cheir debts 
0 a partictilſt fer of men who make it turn out to che beſt ady an- 
tage to themſelves. | ig g 89 

Whenever a balance is to be paid, that payment Pe as We e have 
een, An additional expence to thoſe of the place who owe it, over 
and above tlie value of the debt. 

If, therefore, this expence be a loſs to the trading man, he mün 
either be repaid this Toſs by thoſe whom he ſerves, that is, by the 
nation; or the trade he carries on will become leſs profitable. 

Every one will agree, I believe, that the expence of high exchange 
upon paying a balance, is a loſs to a people, no way to be compen- 
ſated by the advantages they reap from enriching the few indi- 
viduals among them, who gain by contriving methods to pay it 
off: and if an argument is neceſſary to prove this propoſition, it 
may be drawn from this principle, to wit, whatever renders the 
profit upon trade precarious or uncertain, is a loſs to trade in gene- 
ral: this loſs is a conſequence of high exchange; and although a 
profit does reſult from it upon one branch of trade, the exchange 

buſineſs, yet that cannot compenſate the loſs upon every other. 

We may, therefore, here repeat what we have ſaid above, that 
the more difficulty is —— in paying a e che greater 1 is che 
loſs to the nation. 

This being admitted, I ſhall han enumerate all the difficulties 
which occur in paying of balances. Moſt of them have been already 
mentioned from their relation to ſubjects already diſcuſſed; and 
could it be ſuppoſed, that every reader has retained the whole chain 

of reaſoning already gone through, a repetition in this place would 
be ſuperfluous: but as that cannot be expected, I ſhall, in as ſhort 

and diſtinct a manner as poſlible, recapitulate, under four articles, 
what I hope will be futhicient to refreſh the memory upon each of 
them. f e rt: 1 

"1910, The firſt Aout) ticks occurs in paying a balance, is to 
determine exactly the true and intrinſic yalug of the metals or coin 


in ewt is to be paid; that is Wn the real par. 5 
nn Tt: 997 8 1 2 ; + ff : 205, How 
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= 4 24), Hoy to remoye the &direſtic ticonveniences wh hich octut in 
paying with the metals or e àß5, & nf bag 
777 How to prevent the price of exchange from operating upon 
the whole maſs of reciprocal payments, inſtead of EN only 
the balance. e eee 
The remedies and palliatives for theſe three inconvenieneies once 
diſcovered, comes the laſt queſtion, viz. How, when other expe- 
dients prove ineſſectual for the payment of a balance, the ſame 
may be paid by the means of credit, without the intervention of 
coin; and who are thoſe who ſhould conduct that nen 111 


«© . # 1 
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| ks How to determine exattly the true band )intrinfe cake of the . 
nn or Mor oney, in which a a Balance to 2 toes is to by eva 


1118 firſt queſtion regards the whidle maſs of reciprocal pay. 
L _ ments, as well as that of the balance. 
= —Every payment to be made of a determinate and fixed: n 
that is to ſay, of a liquidated cedt, en be S e in a value cod 
determinate in its nature. | 
This I ſuppoſe to be the caſe, whether payment be made in he 
precious metals unmanufactured, bullion, or in a nation's coin, or 
in denominations of money of account. All payment in merchan- 
dize, except bullion, muſt fuffer converſions! of Yalue: before the 
debts can be liquidated. . 
Money of accompt, which is what we hens by denokkine- 
tions, we have defined to be a ſcale of equal parts, calculated to 
_ determine the value of ming relatively to one another. It mull, 
therefore, be by the money of accompt of different nations, that 


the value of bullion and of coin can be determined. „ Geile 
"When 
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4 T2 
When coin is i the denominations of money are real- 


ized in a determinate quantity of the precious metals, and the 
fabrication of the bullion into coin, "nates the value of that com- 
modity, bullion, like the, manufacturing of 8 other n 
production. 

When coin, therefore, 18 employed i in paying ſums according to 
the legal denomination which it carries, it is money, not merchan- 
dize; but when it is given at any other rate chan! its 
it is merchandize, not Money. | 

In the; third book, we have ſhewn how utterly "ble it is to 
realize with exactneſs, the denominations of money of accompt, in | 
the metals which are conſtantly varying in their value, and expoſed. 
to waſte in circulation. 0 

We have ſhewn, by many a Fong in fact, che value of 
the pound ſterling has been ſubject to great viciſſitudes of late, from 
the great diſorder of the coin. 

The coin of France is, indeed, upon a better ck in point of 
uniformity of weight, than ours; and the proportion of the metals. 
in it comes nearer their preſent value in the market: but then às 
oft as the balance turns againſt France, the high impoſition upon 
her coinage, expoſes the coin to great fluctuations of value, when 
compared with bullion in the Paris market. This is alſo to be 
aſcribed to the imperfection of the metals when uſed as moner, 
while they are merchandize at the ſame time. 

' This being the caſe, the way to calculate the real par of exchange 
between nations, who have in common no dererminate and inva- 
riable money, excluſive of coin, is to conſider ſine gold and agar 
as the next beſt ſhandard, _ a 

This is a merchandize which never varies in its quality. Fine 
gold is always the ſame in every maſs; and weight for weight, 

there is no difference, in its value or quality any where. ee 

This ſtandard being once adopted, the calculation of che real par 
becomes an caſy operation to thole e who know the courſe WY the 
bullion market in the N places exchanging. 


7 
. It- 
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| 3 Xt, y the e expotration of all the heavy oi of London: helle muſt 
: e paid Al a worn: -out- currency, the riſe in the price of gold in their 
market, above mint price, war" TAE” wh GER pap far it ia 
light. = po + ; 3. (421% 

If, on the otlier 640d. the wars of France, or an We 

f balance upon her trade, ſhall oblige her to export her coin, that 
operation will /int the value of it, or raiſe the * * bullian, 
which ever way you chooſe to expreſs it. bing.) 
It is not here a proper place to reſume the queſtion, which of the 
two expreſſions is the moſt proper: we are here conſidering the 
value of the bullion as what is fixed, becauſe it anſwers the purpoſe. 
But whether we ſay that bullion ri/es in the markets of Paris and 
London; or that the value of their currencies ut, though from very 
2 different cauſes, the calculation of the real par will 2 Meri with 
equal! accuracy. An example will illuſtrate this. 

When fine gold is at the loweſt price to Which it can ever fall at 
Faris, that is to ſay, at the mint price, it is warth 740 livres 9 ſols, 
or 740.45 livres per mark, in decimals, for the eaſe of enen. 
he mark contains eight ounces Paris weight. 

Were the ounces of Paris equal to thoſe of troy weight,; of this 
ſum, or 92.5562 livres, would be the value of that ounce, by which 
| gold! is ſold at London. | 3 

But the Paris ounce is about 12 per cent. OI ow the troy 

ounce; and the exact proportion between them is unknown, from 
the confuſion of W and the want of a fixed — in Eng- 
land. | | 


# 


Buy the beſt lation 7 have been able to 1 5 a Paris ounce 

ſhould contain 473 grains troy, which makes the proportion between 

the two ounces to be as 473 is to 94550 Which! is _ AN of * 
in the troy ounce. 12 50 

Gold bullion at Paris 1 is regulate by the mark i Sus at aaa by 

"the ounce flandard. | 110 Hohen th mort 5505 

When ſtandard gold bullion is! at the loweſt priceitran beatLondon, 

it is worth the mint price, or 3 /. "a s. T0{ d. per tray ounce, Which, 

18 expreſſed 
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expreſſed in decimals, is is 3.8937 J. ſterling. Standard i is to 1 as 11 
is to 123 conſequently, the ounce ſine is 4.2476 /. ſterling: and if 
the Paris ounce of fine bullion be worth, as has been ſaid, 92,5562 
ivres, the ounce troy, according to the above proportion, will be 


worth 93.926 livres. Divide then the livres by the ſterling money. 


and the quotient will give you the real par of exchange of the 


pound ſterling, while bullion remains at that value in Paris and in 
London, viz. +:+7£=22.112 livres for the pound, or 32. 56 d. ferling 
| for the French crown of 3 livres. 

Gold bullion never can riſe in the Paris market, at leaſt all the 
laſt war it never did riſe, above the value of the coin; that is, to 
801.6 livres the mark fine, or 100.2 livres per ounce Paris, and 101.7 
livres the troy ounce. 

How high the price of gold bullion may riſe 2 at London no, man 5 
can ſay; but the higheſt it roſe to, during the laſt war, Was, I be- 
lieve, 41. os, 8d. per ounce ſtandard, or to 4.399917. ſterling per 
ounce fine. By this divide the value of the ounce troy fine in French 
livres, the real par at this rate of the metals in both cities will be 
'+.2999=23.11 livres for the pound ſterling, or 31.1 55 pence ſterling 
for the French crown of 3 livres. But ſuppoſe two caſes which 
may happen, viz. 1. That gold bullion at Paris ſhould be at the 

price of coin, while at London it may be at mint price; or, 2. That 
at Paris it may be at mint price, when at London it is at 47, os. 8d. 
what will then the real par of exchange be? | | 

I anſwer, that on the firſt ſuppoſition, it will be one pound ſter- 
ling, equal to 23.939 livres, and the crown of 3 livres equal to 30.076 
pence ſterling. In the other, equal to 21.34 livres for the pound 
ſterling, and for the crown of 3 livres 33.728. A difference of no 
leſs than 8.9 per cent. 

Is it not evident that theſe 1 variations muft occur in the exchange 
| between London and Paris? And is it not alſo plain, that they pro- 

ceed from the fluctuation of the price of bullion, not from exchange ? 
We have, I think, demonſtrated, in che third book, that a wrong 
———_—_ upon the French trade raiſes bullion to the price of coin ; 
14 and 
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and that a right balance brings it down to mint price. The, price 
of coinage is above 8 per cent. So that 8 per cent. of fluctuation in 
the price of bullion is eaſily accounted for in the Paris market, with- 
out combining the variations in the Engliſh market. 

In London, where no coinage is paid, were all ae coin of full 
dad; and exportation free, coin and ſtandard bullion would con- 
ſtantly ſtand at the ſame price: but when the heavy coin is exported, 
and the currency becomes light by the old remaining in circula- 

tion, the price of bullion riſes in proportion. 

Is it ſurprizing that, at London, gold in bullion ſhould be worth 
as much as gold of the ſame ſtandard in guineas, weight for weight? 
It is worth as much at the mint, why ſhould it not be worth as 
much at market? Any man may offer to pay for the ounce of all the 
guineas coined by Charles II. James II. and William III. now in cir- 
culation, the higheſt market price that ever was given for ſtandard 
gold bulliom in London, and gain by the bargain. 

This, T hope, will be ſufficient to ſatisfy any body that there i 15 a 
miſtake in aſcribing the high price paid for the French crown in the 
London exchange, to a wrong balance upon the trade of England 
with France. 

From this new light in Which! have placed the queſtion, I hope 
the arguments uſed in the 16th chapter of the ſirſt part of the third 
book, will acquire an additional force; and that thereby the eyes 
of this nation may be opened with regard to the intereſts of the 
French trade; a point, I ſhould think, of the higheſt concern. 

To calculate, as every body docs, the par of the French crown, either 
by the gold or the ſilver in che Engliſh dard coin, when no ſuch 
andard coin exiſts ; and to tate all that is given for the crown above 
291 d. if you reckon. by the ſilver, or 30z d. if you reckon by the 
gold, for the price of a wrong balance, is an error which may lead 
to the molt fatal conſequences. _ 

If government ſhould think fit to impoſe, in their c own mint, a 
coinage, equal to that of France, and make all their coin of equal 


right. and at the due aper, it will take off all the loſs we 
- ſuffer 
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ſuffer by paying coinage to France, which we at preſent. impute to 
the exchange, while ſhe pays none to us. But then it will occaſion 
nearly the ſame fluctuations upon the real par of exchange as at 
preſent; only from another cauſe on the ſide of Great Britain. At 
preſent our exchange becomes favourable from the weight of our 
own currency, and the balance againſt France upon her trade; 
which, in Paris, raiſes the price of the bullion with which we pay 
our French debts. On the other hand, our exchange becomes un- 
favourable from the lightneſs of our own currency, from the coin- 
age we pay to France, and balance againſt us; which laſt carries off 
all our new guineas; and in the Paris market, ſinks the value of 
that bullion in which we pay our French debts. 

Were matters put upon a right footing, we ſhould gain from 
France the price of our coinage, when our balance is favourable, 
and pay coinage to France when their balance is favourable; in- 
ſtead of ſeeing our exchange turn more in our favour, only from 
the addirional weight of the coin in which we pay. 

If French coinage ſhould appear too high a price for the intereſt of 
other branches of Britiſh trade, a queſtion I ſhall not here deter- 
mine, let us impoſe at leaſt as much as to keep our guineas out of 
the melting por, and baniſh all the old coin | WR throws us into 
ſuch confuſion. | 

What has been ſaid is andoubtedly too much upon this ſubject 
for the generality of readers. The number of thoſe who can go 
through a chapter like this with pleaſure is very ſmall. But if the 
idea I have been endeavouring to communicate, be found juſt by 
one man of capacity, whoſe opinion ſhall have weight in the deli- 
berations of Great Britain, the conſequences may be great to this 
nation; and this conſideration will, J hope, plead my excuſe. l 

1 ſhall now ſet this queſtion in another point of view, from hichi 
the ſtreſs of my arguments will be felt, and all i intr ic ate combina- 
tions will be laid aſide. | | ; 

Does not the. price of exchange, or What 1s given above the par, 
proceed from the expence of ſending the metals from one place to 

VOL. II. Tt | the 
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the other, the inſurance. of them, and che exchanger's profit? If 
mis be true, which I believe no body will deny, muſt not what is 
paid for the bill, over and above theſe three articles, be conſidered 
as the real par, relative to exchange! Now does the price of the 
bullion which the exchanger pays in his own market, or the price 
he gets for that bullion in the market to which he ſends it, at all 
enter into the account of the tranſportation, riſk, and profit, which 
the exchanger has on the operation? Certainly not. May there not 
be a very great difference between the buying and ſelling the very 
ſame bullion in diflerent markets at one time and another? Ought 
we not to charge that to ſome other accompt than to the price of 
exchange, which is confined to the expence of tranſporting the ba- 
lance only, and when two objects totally diſſerent are included un- 
der the fame term, does it not tend to perplex aur notions concern 
ing them!? | 2 

The great variation in 8 price of butt in \ France, for example; 
and the expence of procuring it, proceeds from three cauſes. The 
firſt is, the coinage impoſed in France, while none is impoſed in 
England. What, theretore, 1s paid upon this account, is "yy to. 
France, and loſs to England. | 

The ſecond cauſe of variation, 1s the debaſement of the value of 
the pound ſterling, when the heavy gold has been ſent abroad. 
That loſs affects the nation, and every man in England, in the qua- 
lity of creditor for ſums ſpecified in pounds ſterling, to the profit 
of all debtors. | | 

The third cauſe of variation, is from the great expence exchangers 
are put to, in procuring the metals from other countries, when they 
cannot be got at home: the conſequence of this ſhall be: oe 
in a ſucceeding chapter. | | 

As all theſe cauſes are combined paths ene upon bills when 
they come to market, I think it is proper to analize them, before 
the doctrine we are upon can be diſtinctly underſtood. 

1 ſhall therefore conclude my chapter with this propoſition: 


ae | That 
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That the beſt method of determinin: 8 exactly the true and intrinſic 
value of the metals, coin, or money, in which the balance due to 
or from a foreign nation is to be paid, is to compare the reſpective 
value of fine bullion with the reſpective denominations of the coin 
in the one and the other; and to ſtate che difference as the price 
paid for the exchange. « 


* There occurs another conſiderable difficulty to 8 ako; a the Bl par of 
exchange can be exactly determined from the price of ballions to wit, the JP 
of weights, and the multiplicity of them. | 

Every nation in Europe has a different weight, I might almoſt ſay every city, This 
has proceeded, in a great meaſure, from the inaccuracy with which. they have been 
made formerly. I think it is highly probable, that many, at leaſt, of the principal 
weights in Europe, have derived their origin from the ſame ſtandard; although they 
are now conſiderably different. Thoſe I am beſt acquainted with are the following, of 
which 1 ſhall here ſet down a ſhort table, reduced to _ grains, IO to the beſt N 
calculation I have been able to make. | 


One ounce troy contains 330 wrap: ant, 
One ounce Paris, or poids de mare. 73 1 in 
One ounce Holland tres 473.27 
One ounce Colonia — - - - [von 1 049539 


| Theſe are the weights uſed in the mints of England, France, Holland, and Germany. 


If therefore we ſhould call che troy ounce 100, the proportion of the reſt will be as 
follows : 


Troy ER” Ef ie Tb 2 AG 00H 100 
f d..... eo 
Holland — - ho — 2 _ * - 98.597 


Colonia * - - | - - - 93. 61 
T have choſen to reduee to ounces; beau it is mn in en the vow 
portion of weights is beſt preſerved; . 


1 heſe ounces I apprehend to have been originally taken 10 the old hand 0 
which was the weight adopted by the Emperor Charles the Great, who applied aſs 
much to the eſtabliſhing a general ſlandatd of weights in his Cominions, | 

In the ex amples I have given, we ſer how the Colonia ounce deviates mote chan any 
other from the average on the whole. 

This ounce is very near equal to the old Saxon ounce, eſtabliſhed i in the Engliſh 
mint at the Norman conqueſt, and there preſerved, until Henry VIII. ſubſtituted 
1 8 ia 
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in its place, the troy weight. This circumſtance makes i it probable that the Saxon 
ounce came originally from Charles the Gre a, who fit ficſt conqucred the Saxon nation, 
and drew them from a ſtate of ee dll The rude manners of the Saxons 
may have occaſioned this great deviation. | os 

Phe difference, there! fore, in thoſe ounces, 8 ELON — 9 Wee 8 thoſe 

q 
who have made weights, and from the negle& of preſerving a proper ſtandard. 

The beſt remedy for this inconvenience, would be, for any one mint to form * 
weight, ad libitum, and to ſend a moſt accurate copy of it to every mint in Europe: 
mention, at the ſame time, the exact proportion between the weight ſent, and that 
ſerved at their own mint: to beg of the other mints an equal communication of 4 
proportion between the weight ſent, and their ſeveral ſtandards: and laft of all, to pub 
| Uſb. in the news-papers of all commercial towns, every market day, as is done at Am- 
ſlerdam, the price of fine gold and ſilver, according to this new weight made for the 
purpoſe. ; This weight may be called the mint- weight of Europe; and from the uni- 
verſal utility which would follow upon ſuch a regulation, it probably might be followed: 
were this to happen, it might be a n towards eſtabliſhing an univerſal conformity of, 
weights every Where. | 

While matters ſt; nd on the — footing, i is | neceſſary. to. 28 1 of e 
particulars. Firſt, Of the proportion of the different mint weights. Secondly, Of 
the regulations by which the coin is made. And laſtly, Of the exactneſs of the mints 
in following the regulation. Every miſtake in any one of theſe, three articles, is an 
impediment to the juſt determination of the real par. | | 

1 acknowledge that, in fact, exchange buſineſs goes on ſmoothly, lebendes Bag 
all the difficulties' we have begu enumerating. It may therefore be aſked, in what 
would conſiſt the great advantage of ſo ſcrupulous a nicety? - 

My ' anſwer is, that exchange buſineſs will always go ſmoothly on, as s As. 
exchangers gain, and that trade is not interrupted. _ _ 

But trading men conſider their own intereſt only; and I am.  confidering the Foe 
of an intelligent ſtate, which wants to promote the good of the whole e with 
eee any hurt to the intereſt of individuals... „% ax 


, off or POLITI GAL OECONOMYY | 4 325 
20862 3 5017 8 re 11 2 Heen 01 fen Min 214 T wy} * von ery ww | e 


4 * 
- „ 2 « 4 12 D 
S 1 "4 $ 4% * Es 5 "Y - 2 41 — + : fY 7 *« * "os 1 * LEY N 
I {MV 36815 TEASE a W 26 12 1 755 III. nd (ITC. 14 Antes 2016 . 
3 A . 3 
; . : / 2 ' 4 ' 1111 f #4 8 : 
bl”. wath a 131 4100141 TIS 


- : x# 5 
13114 ne 


How to remove the i inc an ven Fences TY ocur. in taying Balances 


abm ; wich che Meals or. Cain e , m 
HE i inconvenicnces which occur when balances a: are. to be paid 
jn bullion or coin are theſe: 
Firſt, The want of ſecure and ready tranſportation, ro the ob 
ſeructions government throws in the way to prevent it. | 
Secondly, The difficulty of procuring 11 es: + abroad when, 
they are not to be found at home. 1 55 . 
When we ſpeak here of balances to be a om one uwe s 
another, we underſtand, that the general amount of the whole” 
payments to be made to the world, exceeds the ſum of all that; is“ 
reciprocally due from it. So far as a balance due to one country 
is compenſated with a balance due by another, they may be mu- 
tually diſcharged by bills of exchange, according to tlie principles 
already laid down. All compenſations being made by bills drawn for 
reciprocal debts, we muſt here ſuppoſe a balance due by the country 
whoſe intereſt we are conſidering. This, like debts between pri- 
rate people, muſt either be paid in intrinſic value, or by ſecurity: 
for it; that is, by contracting a permanent debt bearing intereſt... 
The firſt is the queſtion here before us; he n will be exa- 
mined in the ſucceeding chapter. ' 
The firſt difficulty mentioned, to wit, the want me ſecure Ad 
ready tranſportation of the metals, Proceeds 3 in a 4 — meaſure from 
portation of them. To remove which difficulty, it is proper to ſhew 
how far it is the intereſt of government to obſtruct, how far to acce-- 
lerate the tranſportation of the metals. 


We have ſaid that it is the advantage of every ſtate, in point of 
trade, to have balances paid with the leaſt expence. If then we 


luppoſe that it is cither 1 or expedient that this balance 
| ſhould. 
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ſhould, be paid in the metals, government, in chat caſe, ſhould. 
facilitate by enn mash ihe ___ W in the eee and 
ſecureſt wayy e- 

But ſince — oa not . 8 gs we at examine 

tlie reaſons which engage them to prefer a contrary, conduct. 
| The principal, the moſt general, and moſt rational ation 
againſt the exportation of the metals, is, that when it is permitted, 
without reſtriction, it engages the people, when they go to foreign 
markets for articles of exportation, to run to the coin, inſtead of 
carrying thither the product and manufactures of the country. 
From which a conſequence is drawn, that as long as coin and bul- 
lion are fairly allowed to be exported, the rich inhabitants will 
employ them for the purchaſe of foreign commodities, to the hurt 
of domeſtic induſtry. 

This is an objection of great weight, N to the ſituation. af. 
many nations. The Spaniards and Portugueſe feel it ſeverely. 
Many individuals there are very rich; the numerous claſles of the 
pegple are either lazy or not properly bred to induſtry. In that 
ſituation the alternative to government is very diſagreeable. Either 
the rich muſt be deprived of every enjoyment with which their 
induſtrious neighbours alone can ſupply them, until, by very flow. | 
degrees, the loweſt claſſes of their countrymen can be engaged to 
change their way of living, and be inſpired with a ſpirit of in- 
duſt y; or they muſt be allowed to gratify the deſires which riches 
create, at the expence of the nation's. treaſure, and the i improvement 

of their country. 75 
From chis alternative we {#7 ADA the principle which directs _ | 
conduct of a ſtateſman under ſuch circumſtances, viz. ._ | 

To forbid the importation of every foreign manufacture what 
ever; to ſubmit to the hardſhips neceſſarily implied. in the circum- 
ſtances of the nation; and to pay freely what balance may ba ow- 
ing upon natural produce ee for the uſes of Hablikence, « Or 
manufacture. | 

This is a plan more . A more « calily 8 . a go- 
neral prohibition. to export the metals; becauſe with good regula- 

| tions, 
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tions, properly executed; you may prevent thie importation of ma- 
nufactures; but it is hardly poſſible to prevent the exportation of 
the metals neceſſary to pay for what you have bought from ſtran- 
gers, by the permiſſion of government: and on the other hand, 
ſuppoſe you do effectually prevent the exportation of the metals, 
the confequence will be, to put an end to all foreign trade even in 
natural produce. What nation will trade with another who can pay 
only by barter ? All credit will then be cut off; for who will ex- 
change by bills, with a place which cannot pay, either in their 
own Borg or with the nn the debts which they REG. 

he marin therefore, here, is to prevent the Entteking of debts 
with ſtrangers; but when you allow them ha * nnen to i 
litate the payment of them. 

This rexſoning is only calculated to direct a ſtateſman who ſinds 
himſelf at the head of a rich luxurious nobility, and an idle or ill 
inſtructed common people, ſurrounded by induſtrious neighbours, 
whoſe aſſiſtance may be neceſſary upon many occaſions, to provide 
ſubſiſtence, or the materials of manufacture, to his people; and 
this while he is forming a ſcheme of introducing induſtry at home, 
as a baſis for afterwards eſtablithing a proper foreign commerce. 

But in this ſubject combinations are infinite, and the ſmalleſt 
change of circumſtances throws the nen of a cee on a dif- 
ferent principle. 

1 will not therefore ſay, that in every caſe which can be ſup- 
poſed, certain reſtrictions upon the exportation of bullion or coin. 
are contrary to good policy. This propoſition [ CEP) to the flo- 
riſhing trading nations of our own time. | 

To ſet this matter in a fair light, and as an exerciſe upon prin- 
ciples, I ſhall borrow two combinations, one from hiſtory, and an- 
other from a recent example in France, in which a clog upon the 
exportation of the metals and coin were very politically laid on. 
We learn from the hiſtory of Henry VII. of England, a ſagaciqus 
Prince, that he eſtabliſhed very ſevere laws againſt the exportation 

| | of. 
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of bullion; and obliged the merchants who. imported foreign com- 
-modities into his dominions, to inveſt their returns in the natural 
produce of England, which at . time conſiſted principally in 
wool and in grain. 

The circumſtances of ene mea in a hes 8 Lind, mak 
therefore be examined, before we can Juſtly find fault with this Re 
of his political oeconomy. 4", 

In Henry the VIIth's time, the foreign: AS of a he was en- 

tirely in the hands of foreigners, and almoſt every elegant manu- 
facture came from abroad. | = 

Under ſuch circumſtances, is it not 3 that the ehen of 
the exportation of bullion and coin was only a compulſion, con- 
comitant with other regulations, to oblige foreign merchants, 
reſiding in his kingdom, to buy up the ſuperfluity of the Englith 
natural produce of wool and grain? Had not the King taken thoſe 
meaſures, the whole money of the nation would have been ex- 
ported; the ſuperfluous natural produce of England would have 
lain upon hand; the abundance of theſe would have brought their 
price below the value of the ſubſiſtence of thoſe who produced 
them; agriculture would have been abandoned; and the nation 
would have been undone. 

I allow that nothing is ſo abſurd as a deſire to conſume 3 
productions, and to forbid the exportation of the price of them. 1 
alſo allow, that every reſtraint laid upon exporting ſilver and gold, 
falls upon the conſumer of foreign goods, and obliges him to pay 
the dearer for them; but this additional expence to the conſumer, 
does not augment the mals of foreign debts. The debt due abroad 

will conſtamly be paid with the ſame quantity of coin, whether the 
exportation of it be allowed or forbidden; becauſe the loſs of thoſe 
who pay the balance ariſes from the riſk of confiſcation of the mo- 
ney they want to export againſt law; or from the high exchange 
they are obliged to pay to thoſe who take that riſ upon themſelves. 
In both caſes, the additional expence they are put to remains in the 
ee & and is repaid them by the conſumers; conſequently, can 
nev cr | 
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never occaſion one farthing more to be exported. - Prohibitions, 
therefore, upon the exportation of ſpecie, are not in every: caſe 10 
abſurd as they appear at firſt ſight. It is very certain that no body 
gives money for nothing; conſequently, a ſtate may ret aſſured 
that the proprietors of the ſpecie, their ſubjects, will take ſufficient 
care not to make a preſent of it to foreigners. The intention, 
therefore, of ſuch prohibitions, is not to prevent the payment of 
what people owe; but to prevent that payment from being made in 
coin or bullion; and alſo to diſcourage the buying of ſuch foreign 
commodities as muſt be paid in ſpecie, preferably to others which 
may be paid for with the returns of home produce. 
When a ſtateſman, therefore, finds the balance of trade, upon 
the main, favourable to the country he governs, he need give him- 
ſelf. no trouble about the exportation of the ſpecie, from this ſingle 
principle, to wit, that he is ſure. it is not given for nothing. But 
when the balance turns againſt them, in the regular courſe of bu- 
ſineſs, not from a temporary cauſe, then he may lay reſtraints upon 
the exportation of ſpecie, as a concomitant reſtriction, together 
with others, in order to diminiſh the general maſs of importations, 
and thereby to ſet the balance even. 1 | 
In a trading nation, I allow, that no — of chat kind onaks : 
to be general; becauſe it then affects the uſeful and the hurtful 
branches of importation equally :. but in Henry's days, the ſale of 
corn and wool was ſufficient to procure for Englandall it wanted from 
abroad ; and the intereſts of trade were not ſufficiently combined, 
to enable the ſtate to act by any other than the moſt general rules. 
Forbidding the exportation of coin was found to promote the ex- 
portation of Engliſh productions, and this was a ſufficient reaſon 
tor making the prohibition peremptory. In this view of the mat- 
ter, did not Henry judge well, when he obliged the merchants who 
imported foreign goods, to inveſt the price they received for them 
in Engliſh commodities? Once more 1 muſt ſay it, he was not fo 
much afraid of the conſequences of the money going out, as of the 
corn and wool remaining at home; had he been ſure of the expor- 
is II, | V u tation 
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tation of theſe articles to as good purpoſe: another way, the prohi- 
bition would have chern e but I ene en e was not 
the caſe, | 

The example kan. from — is 1 r Frs 15 

After the fatal bankruptcy in 1720, by the en up 5 che 
Miſlifppi, the trade of France languiſhed from the effects of the 
inſtability of their coin, until the year 1726, when it was 1 n 
that footing on which it has remained ever fince, | _ 
pon that laſt general coinage, the ſame principles of bo 
mme King by the operation, directed the conduct of the miniſter. 
Ihe old ſpecie was cried down, and. proſcribed in circulation: 

but it was thought, that as it was the King's coin, he had a liberty 
to ſet a price upon it, at a different rate from any other bullion of 
the ſame ſineneſs; and that he had alſo a right to command the 
n. of it to bring it to the mint at his own price. 

The | conſequence was, that thoſe who could were very — 
to ſend it to ——— dv m. ae: value ond ſent 
in bills upon Paris. FO? 

Under ſuch' eee, were not U upon wo ex- 
portation of this coin moſt conſiſtent with the plan laid down? We 


ſhall, in the next chapter, examine we: conſequences of this ope- 


ration upon the exchange of France. 
What has been ſaid, will, I hope, ſuffice to explain ms of the- 
principal motives which ftateſmen may have, when they lay re- 
ſtrictions on the exportation of the metals, with a view to favour the 
trade of their nation. 

But beſides the intereſts of trade, there are tee en Pi "ay 
ing prohibitions on the exportation of the national coin, although 
that of bullion be left free under certain reſtrictions. 

As often as it happens, from whatever cauſe it may proceed, that 

the value of a nation's coin falls to par with bullion of the ſame 
'fineneſs, that coin, if exported, may be melted down. This is a 
loſs; becauſe it puts the nation man expence of — 
the uſe of circulation. 
When 
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When nations give coinage gratis; or when they mes icheeess 
of other nations the ptivilege of paſſing current under denomina- 
tions exactly proportioned to its intrinſic value, then coin never can 
be worth more than any other bullion of the ſame ſtandard; con- 
ſequently, will be exported or ſmuggled out upon every occaſion. 

If, therefore, a nation does really deſire to avoid an cxpence' to 
the mint, they muſt make it the intereſt of merchants to export 
every other thing preferably to their own coin. This is done by 
impoſing a duty upon the coinage; and this will either prevent its 
going out unneceſſarily, or if it be neceſſary to export it, the coin 
will return in the payments made to the nation, in conſequence of 
its advanced value above any other bullion which can be ſent. 

The forbidding the exportation of coin, implies a reſtriction upon 
the exportation of bullion; becauſe, unleſs the bullion be examined 
at the cuſtom houſe, and the ſtamps upon it looked at, it may hap- 
pen to be nothing but the nation's coin melted down, with an in- 
tention to avoid the law. For this reaſon, whoever brings bullion 
to be ſtamped, whether it be for exportation or not, muſt declare 
that it is not made of the nation's coin. How ſlender a check are 
all ſuch declarations! The only one effectual is private intereſt ; and 
as no man will take his wig to ſtuff his chair, when he can get 
cheaper materials equally good, ſo no man will melt down coin 
which bears an advanced —_—_ when he can n any mer 
bullion. 

On the whole, we may 5 * a ame — 
ſtate, which has, on the average of their trade, a balance coming 
in from other countries, ſhould lay it down as a general rule, to 
facilitate the exportation of their coin, as well as bullion; and if a 
very particular circumſtance ſhould occur, which may continue for 
a ſhort time, they may then put a temporary ſtop to * and facilitate 
the payment of the balance in the way of credit. lt 
I have enlarged ſo much upon the methods of cemaring the ſirſt 
difficulty of Paying a balance, with the coin een found in a 

A | ELES nation. 
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nation, that Hat remains to be faid upon the ſecond difficulty; to 
Wit, the procuring them from other nations, need not be long: 

Were the mint weights of all countries ſufficiently determinate; 
were the regulations concerning the ſtandard of bullion exactly 
complied with ; and were the currerit market prices of that impor- 
tant commodity, conſidered as à valuable piece of e come wy 
where, the bullion trade would be much eaſier than it js. 
We have ſaid, that when the reciprocal debts of two nations are 
equal, there is no occaſion for bullien to diſcharge them. But 
trading nations are many; and from this it may happen, that one 
who, upon the whole, is creditor to the world, may be debtor toa 
place which is alſo creditor to the world; and in this calle bullion 
is neceflary to pay the debt. K 
If a man owes money to a perſon who Das many creditors, the 
perſon owing, may buy up a claim againſt him, and pay what he 
owes in that way: but if the perſon to whom he owes money be 
indebted to no body, then the debt muſt be paid with ready money. 
Juſt ſo of nations. For inſtance, when bullion is demanded to be 
exported to Holland, the Engliſh merchants, who are creditors on 
Spain and Portugal, take from thence their returns in bullion, for 8 
the ſake of paying a dalance to Holland, which in upon the whole, 
creditor to the world. | 
But as it ſeldom "IO that he who deals unn Holland is 
the perſon who has credit in Spain or Portugal, he is obliged to 
apply to Portugal merchants to procure bullion: They again who 
trade thither, having profit on the returns of the commodities 
they bring from thenee, will expect the ſame profits upon the 
bills they give to the man who wants to take his'return in bullion. 
This plainly raiſes the price of bullion in the Engliſh market; be- 
caufe it is brought home in conſequenee of a demand from Eng- 
land. On the other hand, when the demands of England for Por- 
tugueſe commodities is leſs than the value of what Portugal owes 
her, che Portugal merchants ity London are obliged to take the ba- 
lance 
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lance in dhe metals. . Theſe come to che London market, and are 
| etoſthoſe who want them: then the price of bullion 
falls. 4' Pecauſe the demand, mes from the other ſide. 

Jo go through all, the operations which merchants. employ to 
abhreviate the proceſs I have been deſcribing, would, indeed, better 
explain the practical part of exchange, than hat I haye ſaid; but l 
write, not to inſtruct merchants, but to extract from their compli- 
e he Ss n he n are anden 
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Haw tai Price of Exchange, in a: proſperous: trading Nation, 
| may be prevented from operating upon the whole Maſs of retiprocal | 
| _ Payments, in place of « affetin ng t the Balance (A 
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* * E have taken it for granted, that the, Price of * exchange i is a 
Q 4 hurt to trade in general. Fas 3 
bh this chapter, we ſhall i inquire more e particylarly than we have- 
done, in what that hurt conſiſts. The point of view of every, man, 
| whether he be a merchant or not, is firſt honeſtly, and as far as law 
and fair dealing permit, to conſult his own private intereſt ; and 
in the ſecond place, to promote that intereſt with which bis own is 
moſt cloſely connected. 3 
According to this nl. every. 1 will endeavour. to Ane | 
his exchange buſineſs to the beſt advantage to himſelf. If the ba- 
lance be againſt his country, he will ſell his bills as country 
creditor, as dear as he can; that is, he, will endeavour, to raiſe; the 
price of exchange as high as he can againſt, his country, Whatever 
hurt may thereby reſult to the general trade of it and, in ſo doing, 
he only does what duty to himſelf requires; becauſe it is by mind- 
| ing 
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irg His Vuſlineſs:onby; mat he can trade upon equal terms with. his 
neighbours,/every'one”of which avail themſelves of the like n 
tuations, when they happen to be in their favour: mY 

Fro this I conchude; that ſince dh eſo iupois thigh —— 
againſt a country, affects principally the cumulative intereſt of the 
hole, relative to other/trading: nations; it is the buſineſs. of the 
ſtateſman, not of the merchants, to provide a remedy againit it. 
The whole claſs of merchants, no doubt, exchangers excepted, 


would be very glad to find the courſe of exchange conſtantly at par. 


This is alfo greatly the intereſt of the ſtate; becauſe it is from the 
balance in its favour, not from the profit made in drawmy that balance 
from the debtor, that the ſtate is a gainer. This muſt be explained. 
I am to ſhew how it happens, that a nation is only benefited or 
hurt by the net balance which it receives from, or pays to her 
_ neiglibours: and that the whole expence of paying-or receiving 
_ that balance, is not national, but particular to individuals at home ; 
conſequently, it would be the intereſt of all ſtates, that balances, 
both favourable and unfavourable, were paid 564 the my debtor, 
at the leaſt expence poſſible. pe 
I The great difficulty in communicating one's e upon is 
| ſubje& with diſtinctneſs, proceeds from the ambiguity of the terms 
neceſſary to expreſs them. This may be avoided by adopting the 
technical terms of merchants; but theſe are ſtill more difficult to 
be comprehended by any one not converſant in commerce. I ſhall | 
acquit myſelf of this difficult rafk the beſt way I can. 
Wen we ſpeik of a balance between two nations, we ſhall call 
the nation who owes the balance the nation-debtor 3 ; "ti other to 
whom it is owing, the nation<creditor. ole rw 
_ Balances imply reciprocal debrs ; el, tecljitcatd debtors 
and creditors. To avoid, therefore, confuſion in this particular, we 
ſhall uſe four expreſſions, viz. the debtors to the nation-creditor; 


the debtors to the nation-debtor; the credhors to te nation- 


creditor 3 the creditors t to the i erent 9¹¹¹ Tt 
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- lee Paris owes @ balance to;London, no matter 
Fon what ſum. The reciprocal debts between Paris and London are 
all affected by the conſequence of this balance: that is to ſay, fome 
pay or receive more than the real par; ſome pay or receive leſs. 
To diſcover where the profit centers, we are now to inquire, who 
are thoſe who receive more, who are thoſe. who receive leſs. And 
as profit and loſs are here only relative, that is to ſay, the profit of 
the one is compenſated by the loſs of the other; we muſt ſee whe- 
ther or not, upon the whole, the price of the exchange in this, caſe 
be favourable to London, to which, by the ſuppoſition, the W 
is due, and unfavourable to Paris, which is the debtor. = 

The queſtion thus ſtated, let us examine the operations. of ex- 
change at London and Paris, and the ſtate of eden Wer 
money or bills. _ 1 

In the London market, me demand will be for money in London 
for bills on Paris; and he who demands, muſt pay the exchange; 
conſequently, the London merchants, creditors to the nat ion- debtor, 
will pay the exchange; that is to ſay, they will ſell their bills on 
Paris below par; and the London merchants, debtors to the nation- 

debtor, will buy them, and gain the ie that is, they will 
buy bills upon Paris below par. 

Now as this negotiation is carried on ar London, [ muſt ſuppoſe 
it to taxe place amongſt Engliſhmen; one part of whom will, gain 
exactly what the other loſes ; conſequently England, in this reſpect, 
neither gains or loſes by the exchange paid in London... 

Let us next examine the intereſt of rhe chan and the inte- 
reſt of the nation's trade. 

The creditors to the nation · debtor, who have loft — the exchange, 
are thoſe who have exported Engliſh commodities to France. Upon 
this profitable branch of commerce the exchange occaſions a loſs, 
the conſequence of which is, to diſcourage exportation. 
Ihc debtors to the nation-debtor, who have gained by the ex- 
change, are thoſe who have imported French commodities to Eng- 
and. Upon this hurtful branch of commerce, the exchange occa-. 
ſions 


bo. 
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tation. r ortet 
This is not all. The merchants-exporters, EY Pet gan- 
not dra back their loſs upon the return of: their trade 51 becauſe 
the return of their trade is the mauer due by France, the balance 
included. Whefeas the merchants importers may draw back their 
loſs upon the return of their trade ; becauſe that return is 'merchan- 
dize, Which they c can ſell ſo much the dearer to their a * 
men) SS 6mo0th een ot won lte MOT irg 
If the balance be in favour of n e Py as we 
have ſeen uchen it is otherwiſe, and when they are obliged to pay 
the exchange, they indemnify themſelves, by the ſale of their 
goods ſo much the dearer. High exchange, r >17e may rt 
exporters, but never can hurt importers. 5 
* de next'examine the operation of exchange at paris. ile ig 
m the Paris market, the demand will be for bills upon London 
for money in Paris; and he who demands muſt pay the exchange. 
The debtors, Pe WAYS to the 'nationccreditor, muſt” pay thé ex- 
change, LAI CRE to the nätion-Tredttor wilt eceive it; and 
as both are Frenchmen, the e profit and loſs" to o Paris exatly balance 
one another. anne Ye 
But the debrors to ys alright cheats] are here the importers of 
Eng liſh oods; conſequently, this trade, hurtful to France, would 
be Kart t to the importer, could he not indemnify himſelf by fel. 
ing them ſo much the dearer to his countrymen. | 


| The creditors, again, to the nation- creditor, who gain the ex- 
change, are the exporters of French goods to Englar d; ſo that here 


the exportation meets with an encouragement from abalance againſt 


ITE FOUR 1104 S 
the country. 1 f 
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From the advantage f found 1 upon exchange i in n favour: of exporters, 
and the loſs upon ir to the, prejudice of im PArters, in the (ale of a 
Wrong balance, it has, been, believed, that, wrong balance. pro- 

ce upon importations and e ms 5 £4ya], and 
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contrary; which —_— eee een bang be ba: 
lance even. 14). nua 

In anſwrer to this Ehare two ne to offer., 
The firſt is, that were the argument concluſive, it cons hold 
good in reverſing the propoſition ;'to wit, that the conſequence of 
a favourable balance would be to deſtroy the — _— nil 
beg che balance even. This I never heard alleged. Se 

My ſecond argument is the ſtrongeſt: that the dp the 
prices of importations will not ſo effectually diſcourage the ſale of 
them at home, as the enhancing the prices of exportations will diſ- 
courage the ſale of r ee ee 1 ſhall ern * 
ſently: | But in the mean time 

If che compenſation be mink 3 in e e to 9 
chants importers and exporters, there, indeed, I agree, that heir 
profit and loſs upon the exchange is molt exactly balanced; becauſe 
what the one party gains the other loſes; and the country nene 
balance only, as has been ſaid. . 

The reciprocal debts thus tranſacted — bills of exchange, we 
ſce that no profit can be made, nor loſs, incurred, either to London, 
or Paris, by that operation. 1 

The profit to Frenchmen is. compenſated by he loſs. to French- 
men; the ſame may be ſaid of the Engliſh merchants : but the 
balance due after thoſe operations are over, and the more remote 
conſequences of high exchange, affect the relative intereſt of the 
two nations. 

This balance is generally ſent by the country-debtor, either to 
the country- creditor, or to their order 1 in a third country, to which 
they are indebted. EG: 8 

The tranſportation and inſurance of this balance'is an expence to 
thoſe who owe it, and the profit, if any there be on that operation, 
naturally falls to exchangers of the ſame nation, who conduct it. 
So whether exchange be paid upon bills drawn, or expence be in- 
curred in the tranſportation of balances, no profit can accrue upon 
that to the nation-creditor, to the detriment of the debtors it muſt, 

VOL. II. > TY x = therefore, 
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therefore, do hurt to both, — _—_ e the 


average of trade, exchange is lowe.. ite] 
I come now to the n of cranſporting balances ihe 
zaetals,- 4 . ojagtimorgt 2p ING 5 


; We have ſeen how the eee eee 
upon the ſale of their bills on Paris, which owes the balance. If 
by the operations of exchangers, this exchange ſhould riſe; tò their 
detriment, higher than the expence, trouble, and inſurance; of 

bringing the balance from Paris, then they will appoint ſome factor 
at Paris, to whoſe order they will draw. bills upon their debtors in 
that city; and as what the Paris: debtors oe to Londom is ſtated in 
pounds ſterling, the London-creditors will value rhe pound ſterling, 
according to the rate of exchange, in their favour; and in their 
bills upon their Faris debtor, they will convert the ſum into ws, 
including the exchange. T 

By this operation, we fee how the eee the babe 
may become the buſineſs of the creditors to the nation-debtor: which 
is a combination we have not as 5 ancaded| to: ipods Will 
explain ice. „ i, 

When the creditors of "4h ab their bills,| hint ric 

pay the exchange, as has been ſaid. - When they draw bills to the 
order ofa friend in the place where the balance is owing, they 
ſaperadd the exchange. This their debtors pay: but then rhey 
themſelves muſt be at che _ and expence of ede home 
the money. 

It is from this 3 which both-parnes have oh eicher t fend: 
ing what they owe to their creditors in bullion, or of allowing chem 
to draw for it at the additional expence of paying the exchange, 
that a check upon the extravagant profit of exchangers ariſes: and 
from this combination ariſes al the e eee of en 
and remiitingg. 

Into theſe we. hall, not Am ehrte en they de. 
pend appears # eee en and thas is ae dee ug of 
ended. ier 1 0117 
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roceet how Far choſe reciprocal proſits and 
5 lofies, : ne in r er: ge e _ 1 of 
uriin-geagalticod: th fo ho mr e 

When the balance is aten we have aid that the exporters 
loſe the exchange, and the importers gain it; and both being citi- 
zens, the country would not beconcerned in their relative intereſts, 
were it not that theſe intereſts are connected with that of the coun- 
try, which reaps great benefit from the trade of thoſe who deal in 
exportations, and loſs from the o tler... 

If, therefore, exchange is found to hurt exportation, pubs the 
balance is favourable, in this reſpect the country has an intereſt in 
bringing it as low as poſſible. But as it may be ſaid that ſince the 
return of an unfavourable balance hurts in its turn the intereſts of 
importation, and favours the other, exchange thereby operates a 
national compenſation; it will not be improper, in this place, to 
throw out one reflection 2 8. in WO to Ment hel en of 
that argument. . | 

Were this propoſition anmhted. as Lam afraid it cannot, from 
Ws we have already ſaid, it affords no argument againſt doing 
What can be done, to render exchange as little hurtful as / poſſible 

to exportation, during the favourable balance. But as to the que- 
ſtion itſelf, of national compenſation, I cannot allow that even 
exporters and importers are thereby brought on à level in point of 
trade: for this reaſon, that the exchange affecting the exporters, in 
proportion as it augments, diſcourages manufacturers, ho muſt 
have regular, and even growing profits, according to the increaſe of 
demand. Theſe the merchant exporter cannot afford; becauſe he 


cannot draw back from his foreign correſpondents, 'any advance 


upon manufactures at home, ariſing from domeſtic cireumſtances. 
But when the merchant importer is affected by the exchange againſt 
him; this additional expence he can draw back; becauſe he = Us to 
thoſe who are affeted by all domeſtic circumſtances. 

Let us therefore determine; that it is the intereſt of a ſtate to dif- 
: regard that compenſation which is given to exportation by a wrong 
»W 27 balance, 
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balance, ich dbes 16 much Haritt; arid te urid the diſdourage- 

ment given to it by k right balante, which does ſo much good. 
The only way to compaſs thoſe ends, is” to keep e as near 
to par as poſſible. Pe» Ka „dt IU 23, {3007 af 

Could reciprocal debts be always tha: at wat, ardent 

the expence of bringing home, and ſending a balance abroad, be 
defrayed by the ſtate, I think it would prove a great advantage to 
the trade of a nation. I do not pretend to ſay chat, as matters ſtand, 
the thing i is practicable; but as it is a queſtion which relates to my 
| fubject, and ſeems bott curious and yr pap -I thall nel en 
mine it. 1 I 
At firſt ſight, this idea will appear cette * ae 3 
may deſpiſe it too much, to be at the trouble to read what may be 
ſaid for it. 1 ſhall therefore ſer out by informing them that the 
ſcheme has been tried, in a great kingdom in Europe, under a great 
miniſter: Tfay it was attempted i in France, in the year 1726, under 
the adminiſtration of Cardinal Fleuri, and produced its effect; 
although it was ſoon given up, from a nee which, I think, 
never can occur in Great Britain. 2 
Alfter the laſt general coinage in France, 1726, e Weime | 
ſo unfavourable to that kingdom, that there was a general outcry. 
The Cardinal, to put a ſtop to the clamour, and ſet trade to rights, 
as he thought, ordered Samuel Bernard, at that time a man of 
great credit, to give bills on Holland at par, to all the merchants, 
To enable him to place funds in Amſterdam, for the payment of 
his bills, the Cardinal ſupplied this exchanger with ſufficient quan- 
titics of the old « coin, then cried down, and paid fort the ae 
: of i it to Holland. 5 

Upon this exchange « on Holland came to par; and all exchangers 
at paris looked on the operation with amazement. The miniſter, 
however, i in a ſhort time diſcovered, that by this he was undoing 
with one hand, whar he Wanted ts eſtablih with” the other. He 
therefore ſtopped in his career, after” Having paid; perhaps, ten 


krimces the balance due to Holland. 5 
| | By 


* 
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By unfolding the, gambinatiog off this operation, Lihall be better 
| * to Os * — than in any 12 5 Way. 


6 TATE ET 


= to be recoined. ../ The mint price of fine gold per. marc was 
fixed at 336 livres 14 ſols 6, deniers; and the, flyer at 37 livres I ſol 
9 deniers. Theſe were the prices at which the mint paid for bullion, 
when offered to be coined., But the King, as if he had a right upon 
me metal in the old coin, commanded i it to be delivexed at the mint 
at no higher rate than 492 livres for the marc of fine gold, and at 
34 livres for the marc of fine ſilver: and to compel the poſſeſſors of 
it; to bring it in, all exportation and ene down was made 
highly penal; the avenues from France were beſet with guards to 
prevent the going out; and the melting pots were ſtrictly watched. 
Upon this, the poſſeſſors of the old coin, rather than ſell, it to the 
mint at ſo great an underyalue, had recourſe to exchangers. for bills 
upon Holland for it: and theſe being obliged to ſend i it thither at a 
great expence and riſk, exacted a very. high exchange, which, con- : 
ſequently, aſſected the whole trade of France. 
Politicians perſuaded the Cardinal, that exchange had got up ſo 
bigh, not from the diſcredit caſt on the old coin, but becauſe of 
the wrong balance, and the alteration which had been made at that 
time upon the denomination of the new: and chat ſo ſoon as the 
balance againſt France was paid, exchange would return to par. 
Upon chis the Cardinal ſet Bernard to work, but he ſoon diſcovered 
his miſtake ; and by arret of the 15th of June the ſame year, raiſed | 
the mint price of the old coin, and then exchan ge became favourable. 
Theſe are all facts mentioned by Dutot, and yet he never will . 
aſcribe the xiſe of exchange in France to any other cauſe than to 
the tampering with the denominations of their coin: an operation 


which may rob one ſet of people. 3 in favour of another; but which 
has very little eſſect upon be When other circumſlances do 


not concur, as in the caſe befd WE n eit ni baggult 57017 
D. 611 11 £01 6 irn Now 
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Now hadjthe-high exchange againſt France been owing;toa,wrong 


balance upon her trade, is it not evident that the Cardinals opera: 


tion would have ſucceeded, that all demands for bills at Samuel 
Bernard's office would have been confined to the exact extent of that 


balance; that the reciprocal debts would have been negotiated be- 


tween the merchants at par; and, conſequently, that all expence 
upon exchange would have been ſaved to individuals, at the ſmall 
charge to government of tranſportipg the balance paid for the bills 
by the merchants at Paris? _ TIT 

Were proſperous trading ates, therefore, conducted by ftateſ- 
men, intelligent, capable, and uninfluenced by motives of private 
intereſt, they would make it a rule to be at the expence of ſending oft, 
and bringin g home all balances, without the charge of exchange ta 
traders: but the conſequence of either neglect, or incapacity in the 
man at the helm, would then become ſo fatal that it might be dan - 
gerous to attempt, at once, ſo great a change i in the preſent method 


of paying balances: but I never make allowances for the defects 


of a ſtateſman, while I am deducing the Principles which a to 
direct his conduct. : 

I ſhall next lightly point out the bad conſequences which, 0 
an unfavourable ſlate of commerce, might reſult from ſuch a plan; and 
without recommending any thing to practice, leave the reader to 


bo. judge of the expediency. 


We ce, that by a ſtateſman's giving bills at par, en all axcafons, 


| 65 d being himſelf at the expence of tranſportation and inſurance, 


in bringing home and ſending off all balances, nnn would of 
itſelf come to par. 
The firſt conſequence of this would be, the total Shae of 
the exchange buſineſs; and if, after that, any interruption ſhould 
happen by neglect in the ſtateſman, trade might ſuffer conſiderably. 
Another conſequence is, that the moſt deſtructive trade would go 
forward without a check, as long as merchants could pay the par 
of the bills they demanded upon foreign parts: and this they would 
conſtantly be enabled t- to do, while there was either coin or paper 
in 


in circulation; as Has been explained d in 5 


ating of banks of cittu- 
hacken upon mortgage.” 1 


the conſequence of thi: cl be, to oblige the ke to pledge 


the revenue of the country to ſtrangers, in proportion to the balance 
owing, over and above the extent of the metals to diſcharge it. 

' Now the queſtion is, and this 1 ſhall leave to the ſagacity of my 
reader to determine, whether, as matters ſtand, there be any check 

, proceeding from high exchange which can prevent the bad conſe- 
quences here ſet forth. I ſuſpect there 1s not. We ſce the moſt 
enormous Tums Tent by nations to nations; railing the exchange 
againft the lenders ; turning it in favour of the borrowers, but 
never preventing the loan from going forward. Does not Great 
Britain, as well as France, owe amazing ſums to other nations, at 
the expence of paying the intereſt out of their revenue? And have 

not all thoſe ſums been tranſacted by exchangers, who have made 
great fortunes by it? Are not the moſt unfavourable balances paid 
in the ordinary method? Are there not, therefore, already, inſtru- 
ments in the hands of all nations, ſufficient for their undoing? 
How could their ruin be accelerated by this alteration 1 in the mode 
of performing the ſame things? e 

Hut let it be obferved, tliat our bufineſs, in this chapter, is to 
fearch for methods to advance the proſperity of flouriſhing nations, 
who have a balance owing to them; and here we have been ſetting 
forth the bad conſequences which reſult from he, to others who 
are in decay. Every argument, therefore, drawn. againſt this 
ſcheme, in favour of the idle or prodigal, is an argument in favour 
of it, with reſpect to the induſtrious and frugal. As all nations are 
liable to alternate vicrffitudes of proſperity and adverſity, the prin- 
eiples here laid down require to be carefully combined with do- 
meſtic circumſtances, before theꝶ be applied to practice. 

It was with a view to this diſtinction, that, in the title of this 
chapter, I pointed out the queſtion there propoſed, as relative to the 
ſtate of it in à proſperous trading nation ; and I am not quite clear how 
far it might not be advantageous in every caſe: but this queſtion I 

| : . ſhall 
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hall höt He — — 
fufficient to point out the prineiples upon which the decißcm des 
pends; and if any tatefrrn ineltnes to tryithe conſequences: of 
it by an experiment dow und chen, nothing is. ſo eaſy as to d. 
without any detriment. This is proved from the oparation he 
formed by the French carlinal/on the 1 very ſunfawaur- 
able own Th ching moped nent Witt ee 
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E have now applied the . e Jaidtlowne, tor 
wards diſcovering the moſt proper expedients for removing 
or palliating the three ineonveniences to be ſtruggled with in regu- 
lating exchange. property. 1. How to eſtimate the value of à ba- 
lance due: 2*How(rojpey it with the coin or bullion of the coun- 
try: and laſtly, Howto prevent the price of exchange from affect- 
ing any thing more than che balance to be paid, after all reciprocal 
debts have been compenſated. e.. 
lt remains tòõ inquire; — neee methods to acquit 
| what a brio may owe; after it has done all it can to pay the va- 
lue of their balance in the other ye. 
- - Atirſt ſight;-irmuſt appear evident that qe only method here is 
do. give ſecurity, and pay intereſt for hat cannot he . paid. ĩoj an 
other value. This is «conftantly; done by(every,nationz but as. the 
ordinary methods are very d, an attend ad with. £x- 
* 7 „FFII 
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pences uch raiſe. exchange.to a gveat height, and.thereby prove 
a prodigious diſcouragement to trade in general: it would be no 
ſmall advantage, could all this loſs on exchange be equally thrown 
upon every claſs an 1 of mem entirely 
upon its commerce. 


inches etoediwn 5 it wil not R 0 


dbſerve, that foreign balances ariſe chiefly upon four articles. 
1. The great importation and conſumption of foreign productions. 
2. The payment of debts and intereſt due to foreigners. 3. The 
lending money to other nations. And 4. the great expence of the 
fate, or of individuals, abroad. | 


Could all the bad conſequences ariſing from theſe four cauſes, 


and the high exchange occaſioned by them, be caſt upon that inte- 


reſt alone which occaſions. them, I would not propoſe to lay the 


whole body of the nation under contribution for repairing the loſs. 

But if from the nature of the thing, as matters ſtand, the whble 
de found to fall upon trade, without a poſſibility of preventing it, 
in this caſe, I think, it is better for the nation,  cxxulp, to lend its 
aſſiſtance, and ſhare the burdens, than to allow it to fall upon that 
part of the body 1 own pag i its 575 


and proſperity. r i ie 


P7770 


tion, it has the effect of raiſing exchange upon every draught ot 
remittance. When bills are demanded to pay a foreign claim, i 
cannot be determined fronywhat cauſe the claim has ariſen, Whe- 
mer for national purpoſes or not, the enmange: ir Fr rn; and 
oquatiy were the whole intereſt of trade. * 

I this bea fair ſtate of the caſe, ani eee eee — 
ach dalunces are to be — 7s — 2K 
ftateſman's adminiſtration. * „ „10 a b 454+ bined 
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Pale er gde farany. PANE? hac upon che average of thęir 
trade, a balance againſt them; | ut if, on the * hole, the; balance 
be favourable, I would: nor, for - Jake of ſaving a lite trguple 
and expence, dufler the alternate vibrations of exchange to diſturb 
the uniformity of profits Which zends ſo en to nog CVATF | 

branch of commeree. ni nwo er $91 230 . 5 5 Vs Bye dftco: 
Me have abundantly. explained che 0 effects of a wrong ba- 
lance to banks which circulate paper; and we have ſheyn how; ne- 
<eflary. it is that, they ſhould, perform, What we here recommend. 
There is therefore nothing new in this propoſal it is onl 
carrying the conſequences of the ſame principle one ſtep farther, 
by pointing out, as a branch of policy, how government ſhould be 
aſſiſting to trade in the payment of balances, where credit abroad 
is required; and this aſſiſtance ſhould be given out of the . 
money. | 
The greateſt, and 1 I think, the only objection t. to this 
fcheme, 1s, that by it the condition of our foreign creditors will be 
bettered, for no value received from them. This I allow will be the 
caſe when the balance is againſt England: but it will be compen- 
ſated to the creditors by the loſs they will ſuſtain when the balance 
is in her favour. But ſuppoſing there ſhould be a benefit to foreign 
creditors, will not this circumſtance raiſe the confidence of all the 
world in the Engliſh funds? If there was a propoſal made for 
Jowering the rate of money, by refunding the-debts which bear a 
higher intereſt than what money can be procured for, were thc 
continent to paur. her wealth into our ſubſcription, might we not 
then more readily expect a ſupply from that quarter? Beſides, is 
not all the intereſt due to foreign creditors paid in bank paper? 1s 
not this demandable in coin, and will not this coin be exported, it 
credit be not found? Were the bank of England to keep a ſubſcrip- 
tion open, at all times, in Amſterdam, for money to be bor- 
rowed there, on the payment of the intereſt in that city, who 
_ doubts but loans might be procured at much leſs expence than at 
preſent, when we beat about for credit every where, until by the 
return 


enk. v. 7 81 dec KOM. 3345 
return of A Favontable Valance upon the" trade rigging the thall 
de enabled to fill up the void. | e e 6 her 

I feel my own inſufficiency i unfold the many cbt wilo 
which fuch an operation muſt imply. I therefore ſhall not attempt 
hat, at any rate, I miſt leave imperfect. What has been ſaid, 

combined with what has been thrown out on the fame ſubject, in 

treating of other matters, is ſufficient! to give a hint, as to the expe- 


diency of the plan in general. And as to the objection which ariſes 
from the — — to the public creditors abroad, 1 ſhall referve 
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"HE. principles, which influence the doctrine of public cond 
are ſo. few, and ſo plain, that it is ſurpriſing 10 ſee how cir- | 
contanien could paſſibly involve them in the, Wm into which 
we find them plunged on many occaſianns. 
For the better clearing the way, towards the main objec, J ſhall 
ſhew, from experience, and from the. progreſs, of public gredit in 
ſome nations, that the true principles haye been Og and 


confounded ſo with extraneous objects, ag to be entirely loſt. , 
The true method of decyphering, as it 8 ne propla 5 


operations of ave hen od. gay branch, 3s th, bao 
back, 19 their, native ſimplicit Red. Plans. adi lg 


from Ae enteo nee them, make people pelleve, thar 
the principles which — this diſtrict * ſcience lie ſo in- 


: volved 
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vend them. ; 

By proceeding 3 A. andby keeping the principles 

| W in Nu, — fiems of borrowing, fund- 
g. Rockyobbing, c — of 2 „ changing the 

—_—_ fineneſs, and denominations of, ſpecie, combaring paper 

in conjunction with it, impoſing upon mankind with bubbles and 


badkttpjeicy 20dcalling hem [operations of public; credit, may 
be rendred intelligible to the maſt ſlender capacity. | 
Many of cheſe topics have been already explained; and diſmiſſed. 
This will enable us to contra the plan of what remains in pro- 
portion to the objects it is to comprehend. 
Public credit we bee to be the confidence repoſed in a 
ſtate, or body politic, horro money, on condition that the 
capital ſhall not be Hits ee die, Daf ie a certain proportional 


part of the fum ſhall he annually paid, either in lieu of intereſt, 
or in extinction of part of the capital; for the ſecurity of which pay- 


ment, a permanent anita fund is appropriated wirh a liberty, 
however, to the ſtate to; ſet itſelf free, by repaying the whole, 
| when nothing to the aw is ſtipulated, 
In this definition I have put in an alternative, of paying a per- 
petual intereſt for the money borrowed, or of paying —_— a 
ſum exceeding the intereſt; which exccſsis mtended to'extingik 
the capital in a certain number of Feats.” In both taſes, the 
nual payment is called an annuity. When it is ectly equal ts we 
intereſt agreed on, it is called perpetual; and determinate; Wlien 
granted either for life, or for à certain number of yer. 
"' THEGHdKY| of chis gecurdty is eſſcnrial 6 HeYorroWing pelt 
the RR terms let me Tuppole it to be as Müde Mafick Fre 
y, Ants permanent'asgovernitent itlelf: what With ce Wn. 
Ache be 1 919W 11 28 «g{121Igy 29D 10 bochem gun ST 
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lowing the money d intereſt to fwell: but in monarchies, where 
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che Cetrioqteet wilt BG? RT Hk sder AASA in ata 
of the creditors, the whole income of che "ie, f hien govern⸗ 
ment will reti the adminiſtration! The falthet conſequeſces of 
this revolution will furniſh matter for a chapter by itſelf. 39 GN008 
If 'the borrowings of à Rite he only in' proportion Wo the extibe- 
tion of the eld capitals, or of what'P kite called determinate ar- 
nuities, then the debts will not increaſfmmme. vii 
When a ſtateſman, therefore, cltabHihes 4 fylt ot publiè cxe- 
dit, the firſt object which fhould fi His attention is to caletilate 
how far tlie oinſtittttioft of tlie ſtate: aid its internal circumſtancés, 
render it expedient to throw the revenue of it into the hands of a 
money d intereſt. I ſay, this is the moſt important object of His 
deliberation; becauſe the folidity of His credit depends upon it. 
Ik, all che thee reſts Of tlie "Rate duly conſidered, that of trade 
be found to predomifiate, lefs inconvenience will be found in al- 


the landed intereſt is is the molt powerful, ir would be dangerous t to 
erect ſo formidable rl 0 it. in p LP 50 80 every ſeparate 
intereſt will confult its own; and in the conteſt between thoſe who 
pay, and thoſe who receive he taxcs, under the denomination of 
creditors, the ſecurity of public credit becomes precarious. — 

From this we may conclude, 1½, That in governments where 
the ſwelling of a money'd intereſt is found to threaten the tran- 
quillity of the ftate, care ſhould be taken either to cſtabliſh a ſink- 
ing fund, for paying off, in times of peace, what may have been 
borrowed in times of war, or the plan of borrowing upon deter- 
minate annuities muſt be eſtabliſhed. | 

240, If natural cauſes be left to work Their Or effet, without 
a ſyſtematical plan of borrowing, the conſequence will be a bank. 
ruptey, and a total failure of public credit, at leaſt for ſome time 

Ii, If a ſtate ſhould find the maſs of their debts to amount to 

6 Frest n Tum as to be itfüpportable, they miglit have retcutſe 
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nlp: If they eee eee eee 
here to the faith of their. ngagements, he hole property of the 
Gate. will be in conſtant, circulation, from one claſs of men to 
another. n vd geg s mor 10 Et mlidint Urw nonuiowt ent 
Fler; If, che debts conmatted be. the property of foreigners, theſe 
remove into the; count,, where their funds ariſe, or 
che property, that is, the dominium utile of the, country. Nil. be 
transferred fromthe natives. a rar: ,agmo: oft. s winds 
., Theſe. and may; other combinations will ariſe from che exten 
ſion of; public credit, and an examination of the maſt natural con- 
ſequences upon every, ſuppalition,, will he the beſt, way to acquire 
a diſtinct-idea, of the ſubject in general. To pretend to foretell any 
one certain chain of conſequences, which may, in, fact, reſult from 
any combination, is, I apprehend, impoſſihle; becauſe every one 
of them, will depend upon. circumſtances totally unknown, Theſe, 
in our way of examining matters of this Rind, are all to be founded 
upon ſuppoſition. To ſupply therefore, in ſome meaſure, this 
defect, 1 ſhall firſt haye recourſe to examples of what has happened 
in the hitherto infant ſlate of public credit; and as to caſes which 
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have not as yet taken place, we muſt, have recourſe to ingenuity, þ 
and endeayour to form the OR. co anbiete. we can. b 
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17 BILE the policy of. Panos ea adams to Gan — | 
there was no occaſion. for public credit. This policy pre- 
vailed until. the riſe of ihe Roman empire. Then all che treaſures, 
of the world eben eg nations ere inſlaved. On this 
n th of that great' empire were ſupplied 
from 
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1 this annual Kipply NY We pubs whale until a'pro- 
digal Emperor fquandere it a, Um bn and — 
tion, to fill up the void. dh 
Ppon the Gels Ketthoc SF char rear ep, Enrope was ber- 
run by barbatous nations, who, with as little induſtry as ever, 
tupported their power by che military ſervices of the whole people. 

After the eſtabliſhment of the feudal kingdoms under 'their 
chiefs. who firſt laid dre foundation of them, aroſe the Barons, or 
principal vaſſals, who, in imitation of their chief, Gum Ann 
pPrincipalities, which by degrees grew independent. * 
This diſtribution of power into many hands had theeffe@ o de- 
ſtroying all ſyſtematic plans of government. Princes were obliged 
to act necording- to the perperual fluftuation of circumftances, 
au, a revolution in their favour, the power of the vaſſals was 
fwallowed up, and confined vida che n up. anal 
thats - © FSC ti Wine 

In proportion. as this mie ds ae among the nations 
of Europe, the ſyſtem of their government reſumed a more per- 
manent | forma. Juſtice was adminiſtred with more uniformity; 
and from this aroſe a body of laws, which, in ſome countries, 
were called cuſtoms: in others, as in England, common law. Wars 
then became leſs frequent; and the military ſervices. not being ne- 
ceffary on all occaſions, inſenſibly became —— into taxes, 
proportioned to the exigencies of the time. 

During this period, the coin and precious metals of eee 
lodged, in a great meaſure, in private coffers. If wars brought 
them forth for a ſhort time, they ſoon found their way back again. 
Princes were generally extravagant, and ſpent money as faſt as they. 
came abroad; the inhabitants became eufy in their cheumſtances; 
te ſtate flouriſhed, and acquired reputation. The riches and 
power of a ſtate began then to be cſtimazed; us they oughr to be, 

not dy their treaſures l up, bur by wharwas found in eireula- 
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a de lane: 
dez, hanyſhed, frog. Erance, on ac- 
their extortions e holy. wars, fled, as it 
is ſaid, into and. there. — the uſe of Us of ex- 
change, Sap drawing. their, aighes, from,coupies: to which they 
duxk not yeſoregg bring them. aft. Intereſt for money, began, to, be 
conſlileredas.lawful, im many caſes: mexchants were. protected by 
Prigges,} for the- ſake. of;zhe conſequences, af trade and induſiry- 
and fram:fuch ſmall heginolagad wa Renmighty, CASING Ph, ublic 
eredit ſprung. ait au, b est ji ei 481 0 Tr 
While Princes mortgaged Weir lands, and, pringigalities, in order 
to obtain a ſum of money, they. acted upon the, principles of pri- 
vate credit. This was the caſe in the more garly times, before gon 
vernment acquired that: ſtability which is neceſſary to eſtabliſn a 
| firm confidence, Im proportion as it drew. tewands 3 regular 
fyſtem, the dawn of credit put on, appearances analogous to the 
ſolidity of the fund upon which it was eftabliſhed. ruten 
he ſecond ſtep was t raiſe money upoma branch of taxes aſ- 
ſigned to the lender, for: the reimhurſement of his capital and in- 
tereſti. We ſhall: ſhaw the/confequences of this plan of credit 
from ſome examples, mem 1 out all its inconve- 
miescies wont  bonlaghtt my * AV x n 
his plan of eee wat; with 10 e e 
and ſo much oppreſſion, chat ſtateſmen bc gan to deſpair of carry - 
ing on public affairs by ſuch expedients ; and therefore concluded 
that the only way to ohtain money at the leaſt expence, was to raiſe 
it on che ſuhjedt within the ve, or SAN Hat: they =. r 
kings. 1464 yaw M t hot v ,ỹ ao 
« 1zAtdength puhlig credit aſſumechits preſent form, Money mas hou: 
xowed up determinate, or perpetual annuities :, a, fund vag pro- 
vided fr chat purpoſe: and aha efunding of dhe capital was, in 
many gaſps, left ine opyon Warme but Wasacνεανt L be 
demandable by the credit - e at; eg gh & bo wwe es; 
| ae vw 16767 vi tore! 2 RT en k 
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This i is a Thort View 1 of the proprefs/of public credit: The prin- 
ciples upon "which it is built are fo few, chat were to conſina my 
ſelf to a bare deduction bf chem, little new or irtereſting could 
be ſaid. I ſhall therefore ſteer another courſe: I ſhall collect the 
ſentiments of ſome eminent politicians; who have either wit upon, 
or acted i in the adminiſtration of this branch of government; and 
by applying principles as we go along, L ſhall he enabled to point 
out the extraneons circumſtances which are ſo apt to involve this 
*Tubje& in obſcurity. Had we not before our eyes the numberleſs 
examples of this kind, it would hardly be poſſible to:conceiyg.how 
ſo great a confuſſon, and — He have followed 
upon the operations at rant credit. a Ron OT dun id 
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HAVE already, obſerved, chat by the cell. tion. of the cen 
Wars, in which all Europe was engaged during the feudal go- 
vernment of the barons, nations began to enjoy ſome ſort of tran- 
quillity. Upon, this the military ſervices became inſenſibly con- 
verted into taxes; and as Princes extended their juriſdictions over 
SH, cies, 1 had, been ee more under the n of 
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bads che frauds in collecting zem were great. 


MALL TONER EET? f(t} 3111 _ 
Theſe conſiderations engaged Princes to begin y contra ad in ingdebts, 
. SL ' 


and to pay after wards by mpanI alignments tothe taxes impoſed. 
From 
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From this again enſued the moſ terrible extortions on the fide 


of the tax-gatherers, ſe often complained of by thoſe who have 


writ on the bin of France, as We alk. des. in the | folloyiog 
chapter. eee eher 45 $8: 
Philip 1 King of France, e firſt 5 in N admit- 


ted, with great policy, che inhabitants of cities to have a ſeat in 


the ſtates of the kingdom. He formed them into a diſtinct body, 
and called them tiers etut, or the third eſtate, after the clergy and 
the nobility. His view was to facilitate thereby the juriſdiction 
he wanted to eſtabliſh over thoſe! cities; and to engage them to 
conſent to the impoſition of taxes for carrying on his wars in Flan- 
ders, and for oppoſing the ambitious views of Boniface VIII. Ac- 


cordingly, the people began to pay willingly, when once they found 


that they had a vote in what concerned them. 

I take it for granted, that every tax, about that time, was im- 
poſed for a particular purpoſe, and aſſigned either to creditors, or 
to people who advanced money upon it: becauſe we are told that 
the firſt impoſition granted by the ſtates to a King of France as a 
permanent branch of revenue, was an exciſe u pon ſpirituous liquors 
granted to Philip de Valois, in the year 1345; at which time, how- 
ever, according to Mr. d'Eon's Memoires pour ſeruir q 1 Hiftoire generale 


des Finances, there were not leſs than twenty two different taxes 


known in France, which he enumerates as follows: | 
Tailles, complaintes, charges, redevances, coutumes, peaget, travert, paß 
ſages, centiemes, cinqua ntiemes, tes, chevauche&s, ſubventions, exadtions, 


chevaleries, aides, e Wb ue Pius, amen and 


+ 1 


| nouvellettes, | 
That all theſe impoſitions muſt have been mere trifles, I entter 
from a circumſtance in the Political Hiſtory of France, mentioned 
by the author juſt cited, which being itſelf exceedingly curious 
and tending greatly to confirm many things which I have advanced 
concerning the ſmall circulation 1 in former times, I _ . eg 
mention it. e eee nene eee e 
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In 135%, John, King of France; applied to rhegtates for 30, o 
Hores, about 9165 7i ſterling, to pay has army. The States, beſides 
ſeveral other taxes impoſed to pay this ſurn, granted him 8 deniers, 
on the livre, or 31 per cent. upon all meat, drink, and merchandize, 
fold” in France witllin the year; chat 3% to ſay, upon the whole 
alienations of France. The tax Was levied, but fell ſo far ſhort of 
the ſum required, that it was made up by a poll- tan 

Can any example be better calculated for ming a navien ofpbe: 
circulation-oft France at that ting 

At may be here alleged that the ee n thing were then 
ſo very low, that no judgment can be formed concerning the. gan- 
tity of alienation from the ſmallneſs o the. ſum. eee - 
of no force, as I ſhall preſently ſhew. 107 7191 rr tot 
Wie ſknov from the records of the ſelling ee rl in France, 
which was then remarkably cheap in proportion to the years Which 
followed and which had preceeded, that in 1356, the ſeptier of 
wheat; or 4 Wincheſter buſhels, ſold. for, 17 ſols 8 deniers of the 
then currency: which was La: livres to the marc ſine ſilver, and a 
French ſoldier's allowance for bread, to this day, is 3 ſeptiers, or 
12 Wincheſter buſhels a year. Now let me ſuppoſe, that the whole 
50,000 livres had been raiſed by this impoſition of 34 per cent. or ,\ 
of the total value of the ſingle article of corn fold at market, which 


Was far from being the cafe, and then compare that with the num- 


ber of men who could have ae with all the corn ſold in 
France at that time. m 

Ife of the price was wa ta, ein een thee multiplying vo, oo 3 
by zo, we have the value of the corn ſold; to wit, 1 500 000 livres: 
divide this ſum by the value of hut a man conſumes in a year, to 
Wit, 3 ſeptiers at 17 ſols 8 deniers, which make 2 livres 13 ſols, 
and the quotient will be the number of portions for a man, to wit, 
Jobs oz. 80 the whole alienation of France, at that time, fell far 
below the value of as much heat as Would have fed 566,037 men. 
What a poor idea does this communicate of the ſtate of Europe only 
4⁰⁰ years ago! Ie would be nn to illuſtrate 
54028 6 ; ; any 
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any prineiple of our complidated modern o economy in the hiſtories 

of thoſe times: their taxes, — 

ours in nothing but che amm. £2 496110 iow 

I now come nearer home, and eee account no the 5 * 
public eredit formed by Davenant, ho flouriſned about the time 

of the revolution in ane ere. * tobe the æra of ee 

credit in England. d qu 9b6t 

No perſon at that e eee nga e to 

have ſo thoroughly underſtood thoſe matters as Davenant. He 

was a man of theory, as well as knowledge of facts: he had an 
opportunity which few people have, to be well inſtructed in the 


one and the other; and he turned his talents to the beſt advantage 
for promoting the intereſt of his country. He has writ many tracts 
on polirical' fubjes, which, hen carefully read and compared 


with what experience has ſince taught us, caſt great light, _ 
many queſtions relative to the ſubject of this inquiry. 
Davenant, like other great men of his time, was of opinion ind: 


borrowing money upon what he calls:thort funds, was. much pre- 


ferable to that upon perpetual intereſt; and he thought the moſt 
adviſeable plan of all, could it . en was to raiſe the 
money wanted within the year. 991 

Men, at that time, men n denn in ee dee debts for 
the public: they conſidered the nation as they would a private man, 
whoſe intereſt is one, uncompounded, and relative to hinaſelf alonce 
in this light, creditors appeared as formidable as enemies; they 


were looked upon by miniſters as ſuch; and this general opinion 


on one fide, contributed, no doubt, to make the monied people leis 
intereſted in tlie diſtrefs/ of government, and more ready to lay hold 
of every ert wa I fuch. ee for "RAR QWn 
ER 13” | 109 65 
Gerermment was in 8 War at 9 aha. xeady - 
money: failed in England, it had nothing to pay with but exchequer - 
ralties, upon the taxes impoſed : theſe were much more eaſily ilucd 
than acquitred;/ When the firſt year's amount of a tax was engaged. 
People 
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people's evaſidered thei ociriegoſdetencnitierta follow gas very preca- | 
rious;- conſequently, the walue of it dimmiſh ee. a 

This method, however, ſucceeded far better e debts 
already contracted, than in contracting new ones; and the hard- 
fhips put upon thoſe Who had advanced money to government, 
and ho were paid by aſſignments upon taxes previouſly engaged, 
made people afterwards very diffident, except upon proper ſecurity. 
The limited form of the Engliſh government, prevented the violent 
proceedings between miniſters and public creditors, which were 
common in France; and this circumſtance contributed, no doubt, 
to eſtabliſſi the credit of the former upon the better footing. But 
fill the long expectation of payment of the capital and intereſt, 
upon a diſtant fund, made Davenant acknowledge that oo, ooo J. in 
ready money, would at any time go farther than a million in tal- 
lies; and yet he thought it was better for the ſtate to borrow the 
million upon a plan of diſcharging the debt in three or four years, 
than to 1 the Spee l. at n nen of a perpetual intereſt 
of 8 per cent. LADS Gta 

There were mags more nant which aire Davenant to 
prefer what he calls ſhort funds to perpetual intereſt. . 

It was the general opinion in his time (not his own indeed, for 
he endeavourcd to ſhe the fallacy of it) that money borrowed upon 
the anticipation of a fund, raiſed and appropriated for the diſcharge of 
it, was not a debt upon the ſtate; becauſe it did not diminiſh the 
former revenue. We have a remarkable inſtance of the prevalence 
of this opinion, in the famous memorial preſented by M. Deſmaretz 
to Philip Duke of Orleans, after the death of the late King of 
France; wherein he advances, that during ſeven campaigns, from 
1708 to the peace of Raſtad, while he had been at the head of the 
King's finances, he had not increaſed the public debts by more than 
nine millions of livres capital: and yet when he came into the ad- 
miniſtration, in 1708, the King's debts did not amount to 700 mil- 
lions; and we have ſeen, that at the time of his death, they were 
upwards of 2000 millions. But Deſmarerz did not reckon the dif- 
| "© | ference 
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ference of about 1300 milhons becauſe: he had, ſettled them upon 
funds of his own- creation. This was ſo much the mm of che 
times, that no criticiſm was made upon it. 
It is remarkable, that Davenant, in giving an neee of he 
debts of England, during the period of which he writes, that is, 
from the revolution down to the peace of Ryſwick, hardly ever 
takes notice of the ſums paid for intereſt upon them. The minds 
of men at that time were totally taken up with the payment of ca- 
pitals; and providing theſe could be diſcharged in a. few, years, it 
was no. matter, they thought, what they coſt in the mean time. 
As long as nations at war obſerve the ſame. policy in their methods 
of raiſing money, the ways in which they proceed are of the leſs 
importance: but when any one ſtate makes an alteration, by which 
more money is thrown into their hands than they could formerly 
obtain; this circumſtance obliges every other ſtate to adopt the ſame 
method. Thus while Princes made war with the amount of their 
treaſures and annual income, the balance of their power depended 
on the balance of ſuch reſources: when they anticipated their in- 
come on both ſides, for a few years, the balance was in propor- 
tion ſtill: when, afterwards, they adopted long funds and per- 
petual intereſt, the ſupplies increaſed; _—_ {till the balance was 
determined as formerly. 

The uſefulneſs, therefore, af an inquiry; into the pr inciples of 
public credit, has not ſo much for its object to diſcover the intereſt 
of ſtates in adopting one mode of credit preferably to another, as to 
diſcover the conſequences of every one; and to point out the me- 
thods of making them ſeverally turn out to the belt account for the 
{tare, conſidered as a body politic by itſelf, and for, the individuals 
which compoſe it. 

When ſo many diflerent e are taken in, the ſubject be- 
comes much more complex, and therefore the conſequences which 
can anly be gueſſed: at mull be lets determinatę: but an the other hand, 
it opens the mind, and ſuggeſts many hints, Which wü time may 


be improved for che good ot ſocicty. 1 tg: 
5 5 People 
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People who barely relate political facts, only afford an exer- 
*ciſe to the memory: thoſe ho deduee principles, and trace a chain 
of reaſoning from them, give exereiſe to the underſtanding; and 

as a ſmall ſpark may raiſe a mighty flame, ſo a hint thrown out by 
a ſlender genius may ſet all the great men of a nation on a plan of 
general re formation and improvement. 

Let us now take a view of the ſtate of public credit in England, 
at the peace of Ryſwick; in order to ſhew how Davenant came to 
be ſo great an enemy to long funds, and more eſpecially to per- 
petual intereſt. We ſhall at the ſame time point out from what cauſes. 
the great change of ſentiments at preſent proceeds. 

At the peace of Ryſwick, the debts of England, according to 
'Davenant, in his fifth diſcourſe upon the public revenues and trade 
of England, ſtood at 17 552 544. ſterling; call it 17 millions and a 
half, as we have no occaſion to calculate with exactneſs. 

Of this debt the capital of 3. millions was ſunk, as he calls it; 
'becauſe 1 300 0007. was on lives at 14 per cent. and what was over 
to make up the 3; millions, was intended to remain a open 

burthen on the nation. | | 
for paying the intereſt of this ſum, no leſs than 400 000 /. a year 
was neceſſary, which makes on the whole above 11 per cent. 

ut then it muſt be obſerved, that more than one third of the 
ſum was upon lives at 14 per cent. the debt due to the bank, of 
which we have ſpoken in another place, was 1 200 000 7. for which 

was paid 100 O. a year, including 4000 J. allowed for the charge 
of management: the remaining million was upon lottery tickets, 
bearing about & per cent. the price at which the bank had lent. 

The ſecond branch of debts was near 11 millions, which, he ſays, 
were in courſe of payment; becauſe they were ſecured upon 
branches of revenue engaged for diſcharging them. A part of this 
claſs of debts was to be extinguiſhed in the year 1700: and when- 
ever that was done, then a proportion of the appropriated taxes, 
amounting yearly to above a million Ag was immediately to 
be taken oll. 
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The dirt cla of debt vet thoſt not rDvidet for at an r Mich 
in the place referred to, he makes t arwant te n mort than 
3 100 066 fl bert Re tifrevwards finds his miſtake; and that they in 
fact amounted dw above; millions and a half, which makes the” 
debts of Fugland ar cle peace ef Ryfwick, inne neur 20 
millions. WH 0 177 fr POE mii; yd 

Was it then any wonder; that a man who wiſhed ills to nis 
country, ſhould prefer borrowing upon ſhort funds at any expence- 
vhatever ia the mean time, rather than at perpetual intereſt, when 
he found that partiamerns could not be prevailed upon to allow any 
tax to ſubſiſt one iniſtant after the diſcharge of the debis e. 
payment of which it had been appropriated? 

- Befides, there was very little to be gained een bon 
long funds and perpetual intereſt, as long as the lenders conſidered 
their egg to confift enn in ane en re- 
funded. 

The edn faith; that trade at abue time ae 
beginning to take root in England, and demanded funds to carry it 
on. Tlie uſe of banks had not then been diſcovered, for turning pro- 
perty into money. Circulation, conſequently, was confined to the 
coin; and profits on trade were very great. All theſe circumſtances 
rendred capitals of eſſential uſe; and the enn was, to raiſe 
intereſt to an exceſſive height. 

Compare this ſituation with the preſent. were hs capital of cha 
millions ſterling thrown by Great Britain, in a few years," into the 
hands of the preſent credirors';- were France; on the other hand, 
to throw in as much, what trade could abſorb it? Capitals now are 
only of value in proportion to the interoſt they bring; and fo long 
as the intereſt paid on public debts is ſufficient to keep circulation 
full, and no more, intereſt will ſtand as it is: when that ceaſes to 
be the caſe, as in time of war, we ſee intereſt begins to riſe; and 
when, on the other hund, the intereſt paid, proves more than fut- 
ſreient for the uſes of circulation, as upon a return of Peace, han 
from the ſame principles, intereſt muſt diminiſh. 5 

VOL I VV | Davenant, 
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Davenant, like an able politician, who had the ſtate of facts be- 
fore him, reaſoned according to actual circumſtances. Whatever 
was borrowed on long funds, was charged on the ſtanding revenue 
of the ſtate, which parliament was very unwilling to increaſe in 
proportion to the charges laid upon it. This, of itſelf, was argu- 
ment ſufficient with him to caſt his view upon ſhort appropriations, 
or upon his favourite object, of raiſing. n. within the n to 
ſupply the exigencies of the ſtate. : 

But in this operation he found great difficulties. "i his treatiſe | 
of ways and means, article exciſes, where he is ſearching for expe- 
dients to provide money for the war, he plainly ſhews a thorough 
knowledge of that impoſition. It had taken place in England as 
far back as the great civil war, and formed at the revolution about 
of all the revenue: but what is very extraordinary, and which at 
preſent will hardly be credited, the exciſe had at that time the effect 
of ſinking the price of the ſubject exciſed, inſtead of railing the 
price of what was produced from it. Thus the exciſe upon malt, 
after the revolution, had the effect of lowering the price of barley, 
inſtead of raiſing the price of beer. 

This effect of exciſes Davenant ſaw ; from which he, and ſince 
him many more have concluded, that all exciſes fall nur 
upon the land. 

This circumſtance, together with a feeling for the intereſt of the 
great number of idle poor at that time, who muſt conſtantly ſuffer 
by exciſes, engaged Davenant to propoſe having recourſe to the 
land-property and poll-taxes, for raiſing, within the year, the ſums 
required for carrying on the war. 

According to his propoſal, there was to be no leſs than 3 millions 
raiſed by a land tax, beſides half a million by a quarterly poll, which 
was, at that time, above 100,00 JI. more than all the permanent 
taxes of England put together. | 

A propolal of this kind coming from Davenant, ſhews the difler- 
ence of ſituation between thoſe times and the nt On this ſub- 
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ject more is to be learned by comparing facts, an by all the rea- 
ſoning in the world. 

We have ſeen how credit ſtood in England during the reign of 
William III. It was then in its infancy, and was ſet upon the prin- 
ciples of a free and limited authority, exerciſed by miniſters of 
ſtate at all times reſponſible to parliament at the riſk of their heads, 
in caſe of any open violation of the public faith. This is the beſt 
of all ſecurities againſt the bad exerciſe of power. 

Whoever reads the admirable writings of Davenant, and com- 
pares his ideas with what experience has ſince taught us, concern- 
ing the nature of taxes and public credit, will plainly diſcover that 
the great diſtreſs of England at that time, e ee from the fol- 
lowing cauſes. 

The enterprize they were an in, was far beyond their 
power to ſupport, although they had the greateſt part of Europe to 
aſſiſt them. 

The bravery of the Britiſh nation was ill ſupported with money, 
the ſinews of war. 

The coin ſoon after the revolution fell into the greateſt diſorder, 
which ſent it away; and no expedient was found to ſupply its 
place for the uſes of domeſtic circulation ; and, conſequently, the 
fixed revenue could not be paid, nor induſtry carried on. 

The people were unaccuſtomed to taxes: tunnage and poundage, 
the branch with which they were beſt acquainted, and which they 
bore with the leaſt murmuring, becauſe it was little felt by indi- 
viduals, together with the exciſe upon beer and ale, the hearth 
money, the poſt-houſe, and wine-licences, compoſed the whole of 
the permanent revenue of the ſtate, and amounted to about one 
million and a half fterling: beſides which, the parliament had 
granted new cuſtoms (all to ceaſe betore 1690) to the amount of 
about half a million more, upon wines, tobacco, ſugar, and French 
linnen. This was the ſtate of the revenue at the revolution. 

One would imagine that England, under ſo ſmall a burthen, 
might have been able to make the greateſt efforts. 
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Were we now to grapple with France, under ſuch circumſtances, 
what ſanguine hopes would we not form of ſucceſs! The caſe turned 
out widely different : the firſt benefit the nation expected in conſe- 
quence of their liberty reſtored, was an abolition of the hearth mo- 
ney; a tax which raiſed over the whole kingdom, 245,000/, and 
was conſidered as an inſupportable burthen. 

Such ſentiments and diſpoſitions in the Engliſh nation, mighs 

have been a ſufficient indication of what was to be expected from 

the war; the conſequences of which had, before 1695, produced the 
following changes in the revenue. 

The tunnage and poundage, which, at the revolution, produced 
eee e was by this time reduced to 286,687 /. 

The exciſe upon beer and ale, from 666,383 k was reduced to 
391,275 l. 

The hearth money was a 

The poſt-houſe, from 65,0001. was reduced to 63,517 L. 

The wine. licences, from 10,0001. to S οοι \ 

The temporary cuſtoms which ſubſiſted at the revolution, were 
now expired, and had been cither continued by new grants, or by 
others of the. ſame nature introduced in their ſtead. The formes 
had produced 415,472 l. the new produced 373,839 14. 

The laſtand moſt important grant of all, was an additional exciſe 
upon beer and ale, which produced 450,000 J. 

The revenue at the revolution produced, clear of all 1 
2 001 855 J. ſterling. A revenue eſtabliſhed at pretty much the ſame 
rate, and nearly on the ſame objects, with an addition of a new 
exciſe, which produced 450, ooo J. produced net in 1694, no more 
than 1 570 318 J. ſo that, deducting the new exciſe, the old revenue 
was diminiſhed in its produce, no leſs than 1081 527 J. or above 

one half, in ſive years time. | 
Inn a country like England, at that time, taxes were of little uſe 
to the ſtate, and were an exceſlive burthen on the people. 
What could they be paid out of ? Not out of the value in the 
hands of the people; becauſe ens was no way pid for turn- 
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ing that value into money. The whole of the money coined before 
the end of the war in 1697, did not amount to 8: millions. It 
was not to be expected that during the war, foreign com was to 


come in, except in confequence of borrowing; and we may be very 


certain, that all that was borrowed, and a great part of what had 
been coined at home, had gone out from che year 1695 to 1697. 
Under theſe circumſtances, the exchequer iſſued tallies of wood, a 


notable expedient for facilitating circulation! And the bank of 


England lent nor one farthing upon mortgage: all that was poſſible 
to be raiſed on the land and on the people, by n aſſeſÞ 
ment, and poll-tax, was impoſed. 

Now tet us recali our principles conrerting nn n en 
and banking upon mortgage, and combine theſe with what we 
have fo frequently repeated, and I chink demonſtrated, viz. that in 


proportion to the extent of alienation, and the demands for money, 


a circulating equivalent ſhould be provided, fo as to be ready at 
the hand of every perſon who has property ts pledge for it; and 
then decide whether it was any wonder that credit in England 
ſhould have been at ſo low an-ebb at the peace of Ryfwick ; that 


taxes ſhould have diminiſhed in their produce; thar intereſt howld 


have riſen to ſuch an extravagant height; that the: people ſhould 
have groaned under a load . they could not relieve them- 


fſelves. 


Under fach Metin England appears to me in the hight of 
a dumb man put to the torture in order to extort a confeſſion. 

Were eight or nine millions ſterling in coin, and a feẽw wooden 
ſticks, the tallies, conſtantly ſold at a great diſcount, a circulating 
value ſufficient to ſupply the exigencies of a ſtate which was ſpend- 
ing annually at the rate of five or ſix millions? 9 

The conſequence of this total drain of money, was, that people 
could neither conſume exciſeable commodities, or pay the taxes laid 
upon their perſons and ſolid property. 

The exciſes failed, becauſe the body of the ks who paid 


them, were interrupted in their induſtry, for want of money to 
2 | | carry 
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carry on alienation. Thoſe who were liable to the arbitrary impo- 
ſitions, ſuch as the landlords, could not pay; becauſe what mig | 
had, their land, could not be given in payment. | 
From what I have here laid together, we may determine, that as 
alienations among individuals cannot exceed the proportion of the 
_ circulating equivalent of a country, ſo a ſtateſman when he intends 
ſuddenly to augment the taxes of his people, without interrupting 
their induſtry, which then becomes ſtill more neceſſary than ever, 
ſhould augment the circulating N in een to the ad- 
ditional demand for it. 
This, according to my notions, cannot be ſo well compaſſed , 

by eſtabliſhing banks of circulation upon mortgage: 2. by re- 
Gieriol thoſe companies of the load of paying foreign, balances by 

giving bills at par, or at a ſmall exchange: and 3. by providing 

funds abroad for the nn. of them, according to the Principles 
above deduced. | 

Such expedients will work their effect, in a nation where the 
public faith ſtands upon the ſolid ſecurity of an. honeſt parliament, 
and upon that reſponſibility which is fixed upon thoſe who arc 
truſted with the exertions of the royal authority. 

I think I may illuſtrate this operation by a ſimile. 

A gentleman chooſes to form a caſcade of the water which ſerves 
to turn his corn-mill; conſequently, the mill ſtops: but in its ſtead, 
he immediately erects another which turns with the wind. Coin 


is the water, bank paper is the wind, and both are equally well 
calculated for the uſe they are put to, 
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CH A P. IV. 


Of the State of public Credit in France before the reign of Louis 
XIV. and of the Sentiment of the great Richlieu upon that Subject. 


AVING laid before my reader the ſentiments of Davenant on 
the ſubject of public credit, which were analogous to the 
then ſtate of England, it may be inſtructive to compare them with 
thoſe of another very great man, in a rent nation; I mean the Car- 
dinal de Richlieu. EY | 
The conſtitution of Great Britain at preſent, is pretty much what 
it was in Davenant's time: and that of France does not differ widely 
from what it was at the death of Louis XIII. 

Britain and France are two nations, rivals in every thing worthy 
of emulation, and ſimilar in thoſe diſtreſſes which are the inſepa- 
rable concomitants of modern ambition, debts and taxes. 

As long as the conſtitution of the two governments ſhall ſtand as 
at preſent, Britain will conſtantly have the advantage in borrow- 
ing: France will have it in paying off her debts. It is this contraſt 
which engages me to enter into the following detail. I confider it not 


only as a piece of hiſtorical curioſity, but as a ſubject of profound 


reflection, from which much inſtruction may be gathered. 
The fate of kingly power was decided, both in Britain and in 
France, much about the ſame time. In France, it was ſupported 


by Cardinal de Richlieu; in Britain, it was broken to pieces under 
Charles J. | 


Before that time there was no fixed form of government efla- 
bliſhed in either country; nor can ever a regular conſtitution take 
place any where, until the mechaniſm of a ſtate becomes ſo com- 
plex as to render changes extremely difficult. This is becoming 
the cafe more and more every day; and upon this and nothing elſe 
will depend the ſtability of our preſent forms. 
| Let 
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„et u nov take à view: ofthe Khthilents $6) Ereät-Mifffler, 
delivered in Writing by himſelf, in his political teſtament; the 
authority of which wou never have been called in queſtion, ad 
the matter it contains been properly attended to, and well under- 
Good, Minis Wits” © [ii Y TEES THY $693 115-9i57 irs AA AD be 149) Nu: 7 % 
Ax is in the ch paragraph of the gth chapter of 'the'reſtamerit; 
where the Cardinal ſhews his ability in paying off the debts of 
France: and in going through the ſubject, he caſually has thrown 

out ſeveral things, which enable us to form a judgment of the 

#4 | Plate of taxes, and ot * N Bay were found to nn 
time. e . 

31 1 uu is, 445A e abt bake 1 to acti Saas a prince ths: no 
* right to draw money from his ſubjects, and that he ought to con- 
tent himſalf with the paſſeſſion of their. hearts. None, however, 
« but flatterers, the peſi of ſocietx, can maintain, that he may 
*« draw, from them, juſſly, whatever he thinks fit; and that his 
* right extends, in chis particular, as far as his will“. 
The taxes of France at this time had e eee fan e 
heir due proportion; and this bad prodused many ſtrange and 
contradictory phænomena; which, as we ſhall, now fee, miſled, the 
Cardinal i in many reſpects. ;, becauſe his experience was not dall 
cient to diſcover the cauſes. of them. 
, * Ebs augmentation, af "maaſitians. on. the people. "bang he, 
« docs the King /0.mugh uurt by raiſing prices, as to campenſate all 
„bg can gain If we ſuppoſe chat the King gained, by the, aug- 
mentation; chat is. io. ſay, that, AIR when, increaſed,. really pro- 
duced, more than. before, and raiſed. prices praportignally,,, then the 
King could only loſe his proportional part, but never; the whole, 
If the tax, by being augmented, produced, leſs than before, which 
Wag the caſe often, then he loſt hy a diminution upon his income, 
not hx the, rite, of prices. Hut this was not the caſo ; hecauſe de- 
bannen. of that hong could nor eee been. 
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by alignments upon the taxes; and then, no doubt, the higher 


they were. raids and>che-ute NNE ori the denrer | 


every undertaking would coſt the King. 


This reaſoning upon the effe& of taxes ſhews, that at that time 
the doctrine of them was not well underſtood. No wonder: theory 


is not ſufficient to lay open political conſequences, even to the 


greateſt genius. All our information as to thefe matters arifes 
from 'experience, and al our inſtruction from our attention and 
reflection. 

As a proof of this, he mentions, almoſt in the ſame place, an 
effect of the increaſe of ne which is en contrary to the 
former. 

« Conſumption,” ſays he, diminiſhes, as taxes augment.” 

This is a contingent, but not a neceſſary conſequence, as we 
have ſeen, and has the effect of lowering prices. 


I mention theſe particulars, only to ſhew how little this great 


man had ſtudied the principles of taxation, or combined the cauſes 


of thoſe phænomena which he ſaw arifing from them. 


Such contrary effects could not fail to be felt, when taxes were 
mixed in the manner uſual at that time, and when no method was 
contrived for augmenting the currency. 

In Richlieu's time the cuſtom was to treat with the partiſans, as 
they were called, or undertakers for the farm of taxes ; and for a 
ſum of money, valued at a certain intereſt, to give them a right to 
levy certain impoſitions on the people, eſteemed equivalent to the 
rate agreed upon ; ſome in one province, ſome in another, as the 


parties could agree. Then the partiſans fell to work with the 


people, and committed the moſt horrid extortions. In the 4th F. 
of his 4th chapter, he ſays, © The abuſe is carried ſuch a length, 
* as to be quite inſupportable, and muſt end in the ruin of the 
« ſtate ; the people are plundered, not taxed ; fortunes are made by 
* rapine, not induftry : ufing the partiſans like ſpunges is very 
* juſt; but liable, on the other hand, to great abuſe, when not 
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conducted with moderation and juſtice. This is a very different 
Ori: of taxation from that carried on. in England in Nene 
e, and. muſt have produced effects very diſſimilar. 
. 4 it may be aſked, if theſe partiſans in France had found 
out means of raiſing money, far beyond the King's intention; 
what prevented the Cardinal from examining into ſuch means, and 
uſing them in a gentle and equitable manner, to the extent —— 
ſatisfying the creditors for the money borrowed from them?. 


In thoſe days ſeveral difſiculties occurred, hich ended un, 

expedient impracticable. * 

Imo, The partiſans would lend in no . way; Bader beer 
have nothing to do with the King as a debtor: his credit was not 
well eſtabliſhed; and by having the direct adminiftration of tar, 
they conſidered themſelves as more ſecure. | eln 

2do, Had the King levied the money on che e hen ein | 
paymaſter to the creditors himſelf, there would have been no gains 
to the partiſans but what were ſtipulated: had they exacted more. 
than legal intereſt, they expoſed themſelves to great danger; and 
conſequently would not lend. 80, by delivering up the people to 
be plundered, the King made a better bargain, he thought, than 
any other way; ; and 17 the partiſans plundered the ne the 
Cardinal plundered them in his turn. ; 

3tio, At this time there were not, as now, W NG of as 
credit, and fair character, who ſerve as interpoſed perſons for the 
whole money'd intereſt in Europe, and who can all a 2 Loa 
for millions with a ſingle name, 

The partiſans themſelves, as the Cardinal obſerves, had oftcn 
neither money or credit at ſetting out: but by parcelling their un- 
dertaking into many hands, they got together what was neceſſary. 

| Thus the ſubaltern aſſociates were in a moment, like locuſts, ſpread - 
over the” whole face of the country, and Plundering went on in. 
every quarter. 1 
This repreſents a quite difſcrent iy fem. of credit Fon. What We, 
Ce eflabliſhed, even in France, at preſent ; ; where the tax-gatherers 
5 3 6 9 „Me 
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are Nill loudty complained of, wong much gate than they de- 


117 


ſerve: The mode of raifing the taxes 1 is now moſt exactly Tpect- 5 


fied by the King; and nothing more can be exacted tian accord” 

ing to che plan laid down; but in every caſe fevere penalties are 
impoſed upon frauds, and when Tevied, are accounted for tö the 
farmers ; bur when oy E Tor under hand, WE f ind pri- 
vate men's pockets. 1 K Ainet 1 e e 
In a country where Aer are tientty eſtabliſhed,” | ET 
people have no occafion to indemnify themſelves” by fraud for the 
taxes W pay; they have a more certain method of 1 re- 
funded. This ſhall be explained in its proper place. 

By this method of oppreſſion in the Cardinal's time, a great part 
of the odium was removed from the King, and caſt upon the 
partiſans. The people reſembled a dog who” bites the ſtick with' 
won he has been firuck, inſtead of * 8. bun who holds? it 


2 


"EfILS 7 
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. Thus were taxes | eſtabliſhed i in 2 in a ſoight bo 8 *—＋·&òXl of that, ba- 
tion to them. The exigencies of the ſtate were apparent; Princes were conſidered. as ' 


under an abſolute neceſſity to find money at any rate; they appeared to be in the 


hands of unrelenting uſurers, who became the execration of the people, to whole , 
fury they were ſometimes delivered over, when ſtripped of their wealth : the people 
were now and then relieved of a part of their burthen ; the tax remained under milder 


management; formed an 12 to the ie vi OR and 10 as a fund for f 


ture emergencies. 
But the nature of man is ſuch, unn thi more. werd in wealth, dwell de- 


ſire of ſpending it increaſes. Thus the fund provided for unforeſeen emergencies, is 
inſenſibly ere with that which is ren for the current ſervice of the 


ſtare. PH £9518 
Nothing however | is more certain than that in time. —— war, * greater — are 
required than any people e without contracting debts. 


0 £ 


Is it. not then indiſpenſibly neceſſary, either, imo, To have a ſum locked up i in 


treaſure ? Or, 240, A fund appropriated, to borrow upon in time of war, which may 
ſerve to pay off the debts in time of peace? Or, 301, To borrow upon the flipula- 
tion of an ant payment, which may, in 4 cettain number of years, acquir b both, 
nl SIO eee TH, INE " 
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I have now ſaid enough to point out the method of | borrowing 


money in France at this time, um. Two che nature of che . 


rity may eaſily be gathered. s 01 431 5 

The Cardinal, upon the 8 fi an eee 3 
enters into the plan of paying off what had been contracted. He 
was reſolved to preſgrve credit; for even at that time, the conſe- 
quence of that great engine was ſufficiently felt by this, 3 — 
to relieve the people, and to get rid of the debt. | 

After a long detail of all the branches of the revenue, e 
ſhewing how they might be improved, he draws,out a general ftate 
of them, and of the dehts affecting them; and then adds, The: 
total revenue of the kingdom amounts to near 80 millions: 
(the filver Was then at 27 liyres 10 ſols the marc. fine, which, ya- 
lued at 2 J. 45, erling, makes the 80 millions worth above 6 mil- 
lions gening) of Which there is above 45, millions. engaged for 
« the debts, By good management I pretend, that this immenſe 
« load of debts, which ſeems to be the ruin of the King, ſhall 
turn out to his eaſe and opulence... Some imagine it would be 2 
right meaſure to free the ſtate entirely of her burthen, (a ge- 
* neral ſpunge) but as ſhe cannot, certainly, ſupport all the bur- 


4 then, ſo neither, does reaſon dictate that ſhe ſhould be entirely | 


« ſet free. No modern ſtateſman could form a better judgment 
of things. The Cardinal's ideas are juſt and profound; and it is 
aſtoniſhing how a man uninſtructed by our en ſhould, fee. 
ſo fax. into. remgate conſequences. |. | 

He next lays: down. different 8 for paying Ha Se apm, 
the return of peace and tranquillity. They are all arbitrary, more 
or leſs, according to the ſtandard of Engliſh ideas, of credit. But 
if we abſtract from one expediem lately diſcovered, to wit, the di- 
miniſhin, 8 the intereſt, and allowing the capitals io remain, I doubt 


be n is the plan of rhe King of l'ruſf̃a; the ſecond that of England; the third 
18, in, 9 good meaſure, that of France! Holland borrows no more: and pays as ſhe” 


can what the owey 3 Spin lives on her incamg 3; and Aufna zeoddined in the old ug 
vill very _ without credit, and conſequently without much debt. 


if 


2 


onde. b. OEBOUESTCATT ECONO! , 


if any modern ſtatefmatr culd- diſcover dl other chan thoſe 
which the Cardinal has propoſe dl. 5 21113 18 920611 fi: vnom 


A preliminary ſtep to all his ſchemes Was; Ey an af? of power; - 
to reduce the debts which bore" ai Higher intereſt, to that of the 


16 penny, or to a little more than 6 per cent. This method 6 
reduction has conſtantly been and is ſtill practiſed in France. 


hen he propoſes to enter into an account with the creditors for 


the ſums they had received; and to confider whatever they had ob- 
tained above the legal intereſt, as payments in part of the capital. 

This ſcheme however he rejects, upon examination. He fays it 
is agreeable to equity; but chat it would have the effect of Wally 
deſtroying all credit for the future. | 

The ſecond expedient was, to reimburſe the creditors the ſums 
which they really paid for the annuities aſſigned to them: but that 
he found impoſſible to verify; becauſt they had Had the addreſs Tm 
ſpecify, in their contracts, ſums far exceeding what they really 
paid; For this reaſon he rejects the ſecond expedient alſo ; and 
adopts a third, as the beſt plan of any for paying off the debts. 
This was, to value che capitals at what they then wid for i in the 
market, before the peace was concluded.” 

+ This e appeared to the Cardinal the moſt Saite at 
leaſt he ſays ſo, and the only one practicable; but in my opinion 


it was the moſt arbitrary of the three; the moſf liable to abuſe, 


and the moſt oppoſite to the principles of publie credit, as at pre- 
{ent eſtabliſhed: and yet it is a thought, Which, when conducted 
with juſtice, may upon ſome occaſions anfwer nn purpoſes, 
as I ſhall obſerve in 2 proper place. ' 
lad he adopted the firſt expedient; of deere the vanes of 
the real advance, there was an appearance of juſtice; becauſe the 
creditors were thereby repreſented as uſurers; and by repaying 
them what they had advanced, by the enjoyment of an income 
above the legal intereſt, he treated them with more indulgence 
than rr n een mm "OP pagers money 
bud 101121 % IId NE "y Was 
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was;bazrowed in time of war; a higher intereſt ſhould have been 
allowed for it than in time of peace, when it was fo be paid off; 
and. therefore to take the ſtandard of peace, in reckoning with 
the creditors WhO ad lent nne war, Was an evident in- 
justice. 1697 2 8 ni ho bikg 3d 03 ABT Hi UL 

Could he, aecorlling hats: ſecond 3 have diſcovered ex- 
actly the ſums which had been paid for the annuities given, and 
offered” reimburſements upon that footing, leſs could have bern 
ſaid againſt it; becauſe the mentioning more in the contract than 
what had been paid, was a palpable fraud againſt the King. Me 

The third. method; which the Cardinal approves of, contains 
this piece of great injuſtice, that the antient creditors of the ſtate 
who had paid 12 years purchaſe for their contracts, that is, thoſe 
who had lent, at about 8 per cent. might by this ſcheme be paid off 
with one half of what they originally paid. If it be anſwered, 
that nothing is worth more than what it can bring; I anſwer; that 
it may be worth more than what it can bring at à particular time. 
During a war, an annuity which had been bought at 12 years pur- 
chaſe in time of peace, will fall to five, providing annuities can 
then be bought at that rate. The new loans conſtantly regulate 
the value of the old capitals ; but upon a return of n _ 
will riſe to the original value. 

Another injuſtice here was, that a miniſter, by ntl a ſum 
at a very high intereſt, at a time he wanted to ſet a value on the 
capitals, might ſink this value. And, in the third place, the 
greateſt injuſtice of all conſiſted i in this, that the Cardinal had no 
thoughts of any reimburſement, as we ſhall ſee by what follows. 

There was, at this time, one claſs of annuities conſtituted at 
8 per cent, | Theſe he propoſed to reduce to 6 per cent. as above, by 
his preliminary operation. Such annuities ſold at that time for 
ſive years purchaſe. Theſe, ſays: the Cardinal, we muſt fix at that 
value; and by allowing the proprietors to enjoy them for 73 * you 
the Wy wig and 1 eee 1 Fg eee. 


Other 
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Other annuities conſtituted: vpon the rails ſold for ſix years Pur. 
chaſe, which, by the ſame rule, were to be paid off in 8 f years. 

The annuities and other debts charged at this time upon the 
taille alone, amounted to 26 millions a year; and by this mi 
the whole was to be paid off in 8 years: 

Beſides theſe; there were engagements upon mc 
of the revenue, which ſold at different prices. All were to be ſer 
upon a proportional footing. The annuities which ſold the deareſt, 
were at 7 years purchaſe, which-were to be paid in 114 years. 

Thus, by the Cardinal's ſcheme, the debts of France, which at 
this time bore an intereſt of about 45 millions, were entirely to be 
paid offʒ in about 12 years, without any new impoſition ; and 
when that was concluded, the lands were to be diſcharged of 26 


millions of yearly zaille; near two millions ſterting; and the King 


was to have a clear revenue of 53 millions, or about 4 millions of 
our money, which with the 26 millions taken off the taille, make 
79 millions; the total amount of the French revenue at that time. 
1thall now point out the characteriſtic differences between the 
PI inciples. upon which the credit of England and France were eſta- 
bliſhed, at the two periods of which we have been ſpeaking. 

Had two ſuch writers as Davenant and Richlieu been tobe mer 
with in the ſame age, and at a time when England and France 
were engaged in contracting debts; the contraſt would have been 
ſtronger; but as it is, it ſuits our purpoſe. Ihe debts contracted in 


France from 1708, when credit fell, to the end of the war in 


1714, were in conſequence: of rapine and extortion, as in Rich- 
licu's time: and the operations upon them, after the peace of 
Utrecht, reſemble thoſe of Richlieu in ſome very material*circtim- 
ſtances. Such as, 1½, That all the debts were then, by an act of 
power, put at 4 per crut. without any regard to the original ſtipu- 
lations. 24%, Ihat what the Cardinal defpaired of accompliſhing, 
the Regent undertook, and executed, at à great experce to the 
king, and In great injuſtice to manyindividuuts, 1 ts, 
He 
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| „ HiEiefablifhed.d ca i called Ahe, lui. ic ind ire into iche 
unfunded: debts, which-aragueted 40, 690: milkens. His intemien 
Wag, to diſcover the effective ſfums/whichihad been paid for the 
ſiſted in arrears of pay to che army. indemaities for pillage, and 
the like, conſtituted by notes iſſued from ;the-; office: called i che 
eXbragr danaares. i des: guerte c, which were diminiſhed 3 the ſecond 
claſs was; diminiſhed 3 the chird claſs. 3 and the laſt of all, 
ſums due to brokera, uſurers, &c. were diminiſhed . ql 
But alas! there was not the leaſt fhadow of juſtice in this opera- 
tion; becauſe lung before the via was eſtabliſned. moſt of the 
grounds of thoſe debts had circulated; from hand to hand. under 
the greateſt, diſcrediti: ſo ihat the real ſufferers were then beyond 
the reach of the indemnity offered 3 and the uſurers and brokers 
who:had bought them up; were thoſe who made fortunes by them. 
The Cardinals plan of paying at the ſelling price, would have 
proyed, an- this nartirular caſa, more rational, and more according to 
equity, than any other: ſol greatly do cireumſtances influence our 
deeiſions in all political matters 
By che vi, the é millions were reduced to 250 millions, and 
Put at 4 per cent. like all the other debts. No plan was propoſed at 
firſt for paying off the capitals,; but a ſum was appropriated, though 
very ill paid, for diſcharging the intereſt. We have diſcuſſed ſut- 
ficiently the famous operations of the Miſſiſippi; by which an at- 
tempt was made to throw the whole national debt on 2 the company 
af the Indies; and we have ſeen how it ſuccecded. 2 
The diſtance, therefore, of Richlieu's time, Hamas Davenant 8, 
occaſions veny little deception in comparing the principles of 
French and Englith credit: and when we come to ęxamine the pre- 
ſent ſtate of that queſtion, I am afraid we ſhall find, in France, 
enough of the old ſyſtem ſtill remaining, to verify my obſervation, 
chat the French have the, advantage in paying their debts; the 
Englith, in contracting them + Whegg the balance of mans 
may lie, will be the ſubject of more eee 1 
% 3 | 1 The 
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ehe frR :effential differences I find between the oradit of France 
arid that of Engtemd, is cherws petiodonvoraretwobidetirig/-relives 


to the coin. In the firſt, the value of it had been very well, pre- 


ſerved: no conſiderable alteration had been made upon it, from 
1602 to 1636 that thei Cardinal raiſed the denomination of the 
marc of fine filrer; from 22'livres to 27 livres 10 ſols, as has been 
ſaid. Whereas from the revolution, until the eſtabliſhment of the 
bank in 1695, the coin had ſuffered in England a debaſement, from 
clipping, of near 50 per cent. This circumſtance, more than any 
other, affected the credit of England. and increaſed the expehce 
of King William's war. In Richlieu's time, circulation and trade 


had made more progreſs in France than in England at the time 


Davenant lived. The revenue left by Henry the Fourth was double 
to that of England at the revolution: and, in general, the income 
of the Kings of France had far exceeded that of the Kings of 
England, for many reigns before that of the great Henry. Bor- 
_ rowing alſo; upon a fixed and permanent intereſt, * n 
in France ſo far back as Francis the Firſt. 

That Prince was the firſt, I find, Who etnmbied a eds 
debt, at perpetual intereft, upon the town-houſe of Paris, at about 
8 per cent. when the legal intereſt in ben ny his een 
rary Henry the Eighth, was 10 per cent. | 

The predeceſſor of Francis, Louis XII. had of nbd revenue, 
charged with his debts, which eat up near one half, above 
2,500,000 J. ſterling. | Dutot, Reflex. Pol. Vol. I. p. 204. Francis I. 
left to his ſucceſſor in 1546, a groſs revenue of 2,685,314 7. ſterling, 
| and of nett income 2,28), 998 J. according to Dutot and M. de Sulli. 

Under Henry II. m * 1. 1 e revenue ne at 1 
2.618, O00 l. ſterling. | 


Under Charles the ma Te not been Ale. to diſcover any 


thing which enn de relied upon: but his ſucceſſor Henry III. ac- 
cording to Sulli, had, in 1581, a revenue of 3,250,000 J. ſlerling, 
and m 0 nen of livres of _— 1 wa. no 
great ſum. 10161U59QL o 10 139108 A YEW 
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Nhe hie Henry IV. tucebeded andy the capacity aud unwea- 
ried application ef his great Hiniſter M. de gulli, it was raiſed o 
above fix millions ſterling, at the beginning of the reign of Louis 
NI. This revenue, by his wars and expences; was left: greatly 
incumbered i but ſtill the taxes were 'eftabliſhed which braught it 
in j and ſf6 early in the reign of his fucceſſor Louis MN. anmhe 
"Fear 1685, His revenue extended to no leſs than 318, 514 J. ſterling, 
according te Dutot. Reflex. Pol. Vol, II. p. 256 wf. 
Let any man, acquainted in the leaſt with the hiſtory of Rng- 
Jand, etamine the fired revenue there, under Henry VIL:an ulli. 
Edward, Mary, and Phzabeth, and their ſucceſſors, down to the 
| revolution; and they will evidently ſee the great diſproportion of- 
wealth, P eding from taxes; in the one and the other kingdom. 
From theſe facts I conclude, that debts and taxes in France were 
much more famikarty known in Richlieu's ume tans nmol 
could be in England when Davenant wrote. ' © 
©” Public credit had Jong grown up in that e ater _ 
hard influence of regal power: whereas in this it had ſprung 
up „e under INE — — rte; moft OP au- 
th ority. vet (T3 W93fr: 541 ? 
To that Saule! ere difference we 800 — the 2 
ciples of "Engliſh and French credit; and to an effe@ ſimilar to the 
cauſe T aſeribe the gigantic ſteps by which Britain has outſtripped 
her powerful rival in the eee of her credit, pe _ be- 
ginning of this century. 1 
I is folly to prophecy, 1 Rwy: but 1 may be awed to con- 
jeckure, that the ſame cauſes which have raiſed the credit of this 
nation to ſuch an amazing height, will either force che French 
from their old wad or 1 will, Ges time or other, my 
her credit in the duſt. af 
Had one half of the acts of oi e N us, 4 
have me ſo famihar 3 had half the liberties been taken, 


„Ani: 1 ＋ 


2 Tbeſe ume are all converted into o fr] ng, according to to the value of the French 
ive at the different periods acre m ncioned. 


8 in 
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i campering: wick the chime of cteditors 17 romb-banknprcy 
would lomꝗg ere now have been the conſequence + but in Britain 

credit is ung a has been tenderly reared, In France ſhe! is 
old, and has been aceuſtomed for many ages to rougher uſage. 

togethev in this great European ſociety; and the advantages of a 

ſecurity to be depended on will every day more and more engage 

the money d intereſt to r this to any violent and ee, 
profits. YViohiad or rig ol ws ai Horne 

How nicely Fran not Davenunt employ political arbenetice in 

aer to make true eſtimates of the taxes to be impoſed, and 
appropriated for a term of years, for extinguiſhing prihcipal 
and intereſt? How exactly has not the account between the ſtate 
and te banlk been carried om from 1 6994 to this day 2 How fajth- 
fully hade not all parliamentary engagement been obſerted.? 

When, in ry 2 moſt natural operation; was performed; to reduce 
che inteneſt of the debt of Great Brmain, by gencle ſteps, from 

4 to 3 per cent. what an outcry did it not make, although an alter 

native was leit uo the creditors, either to receive am Qual reim- 

burſement, or to accept of the new terms? The credit of Great 

Britain mult have appeared to France in the light of a pettiſh child, 
educated in the houſe of a too indulgent parent: her on is not 
treated with ſuch gemtlenefs ; and when, our money+jobbers try 
their, hand at Paris, and meet with diſappointments from une 
pected acts of council; to prevent the laugh going againſt them, 
for truſting to the credit of France, they turn it off. by a jeſt, and 

pretend that ee were only Playing as at the Groom -Forter 8, Or in 

Change -Allex | [1914+ 5 An | 

In a word, dad endl ot 1 of glead e 
not equally affect that of France. An act of power there, no 
doubt, throws a damp upon it for a time; and if that act of power 
takes place at a critical juncture, it, may colt; hex very dear as it 
has lately. colt her the continent of North America; which, I think, 
was ſold for 32 millions, withheld from her creditors, for a mort 
15 1 n 
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wein therendiof/ 175g But this act of power, and many others 
ſince; have nat ruined the cxedie of France: many truſt her ſilly 


cent: ff fe from their intereſt, as a premium for the inſurance of her 
gouck faith, until ſhe recovers her mercantile reputation . 
Hag ow. i li 903 t0 900-Gzx>-9113 bas gf Hude ad; 10h lO 
AU Id ni 2 32 Tot DYIEC 218 ol bann! 5117 10309179 9117 LENGILIE 
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E have, in a preceding chapter, given a general view of the 

ſtatecof public credit in England, at the end of the laſt cen- 
rury. In this, 1 ſhall briefly run through the moſt remarkable revo- 
lutions, both i in ſentiments and events, which have | ſucceeded fince | 
that tine. 

At the revolution the revenue of England was about two millions 
ſterling, affected by two debts. The firſt was called the bankers 
debt, contracted by Charles II. and, by letters patent, charged upon 
his hereditary exciſe, to the amount of upwards of 1 300 ooo /. 
This debt was reduced to one half, in the laſt years of King William, 
and put at 6 per cent. perpetual annuity, to commence from 1706. 
The other was a debt of 60, ooo /. due to that Prince's ſervants, ne- 
glected to be paid . his ſucceſſor, * diſcharged after the revo- 
uu ion. [4 399TH} bn 5 rtf) 2 | 

„At the: peace of Ry bwick, the math debt 3 ta about 
a0 millions. The branches of taxes fubſiſting at the revolution, and 
continued till dm produced no more than about 820,000 J. but 

ADE inveſted in the French funds, anno £766 vill Wat the Rurtfifer's per 
cent. Ta | configer 2s 4 per cent. for Of 8. and thi 2 for 0 
Al, and were ſhe now borrow Y. con bd le urns, u inſurance vou 
e e ee * 
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byalddivend! takes lat on En ee rigw Gf King Williany thewhee 
revenue etended ts ggg coß i Abd ανt mien at 

ceaſe before 1500, as hay beeriſaĩd. Thus veducudithe revenue at 
the beginning of Queen Annes nei gn to nearly vit it had been 
at the revdlutiomi : ut. hiohrüff we deduct the intereſt of the nas 
tional debt then ſubfiſting, and the expence of the civil liſt, we ſhalk 
diſcover the extent of the funds prepared for engaging in the war 
with France; and then by comparing the ſtate of the nation at her 
ſucceſſion, with what it was at her death, we ſhall form a general 
notion of the progreſs of chedit, YohcaldinMeaxes i in England en 


that period. 
The revenue of Engkand at tho nceſion oe Gen Anne Way de 
flated at about - - - £ 2 272 o 


the debts fubſiſting on the 31ſt Deen q f A a 
WI "ere DTS 961} 5 Declan Of tyrant a 


id Aaam i ion — 3 (97071 AUT vis! | ick 
Upon which che annual intereſt | 
LE 4211 S 229101 16 Dod 3 
Queen Anne's civi liſt „„ „ 
ui 1&1 


Which two ſums amounting to H 9173 nohdlo vr 1266 
Being deducted from the revemue, there will remain” |! ———- 
for the current ſervice of the ſ tate roy 835 
What the exact amount of the revenue of England was at the 
death of the Queen, I cannot juſtly: ſay. But as it may be compre-· 
hended under the three general branches of; cuſtoms, exciſes, and 
other inland duties, we may form a gueſs at it, reg eng 
I allow, from the number of articles in each. + . 4 
At her acceſſion, the cuſtoms e fifteen articles: at 
ner death; they amounted to thirty- ſeven: at her acceſſion, the ex- 
eiſes comprehended ten articles; at her death; they amounted to 


twenty- ſeven: at her acceſſion, the other inland duties comprehendeck 


IM articles; at her death, they amounted to ſixteen, including 


*® The Queen got from parliaryent, e & her civil kt; but 14 imme-' 
9 * WiOG ©: 
4 ordered 100,000. f. to be d to che uſes War. 
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en front yeut to year. a On 9119391 bluog 481i H Bit 
At her acceffion;' the public debts amounted (as above) to near 
even millions, at her death they erceeded fifty millions. 
In fourteen years, from the revolution to her acceſſien, the mo- 
ney granted by partiament, partly raifed on the ſubjedt, and paruy 
borrowed, or taken credit for, according to the euſtom of the times, 
amounted to above//fifry-five: millions. During the 13 years of 
Queen Anne, the money granted by parliament raiſed on the ſub. 
ject, or borrowed as above, amounted to upwards. of 80 millions. 
Buy this general ſketch I do not mean to enter into exact details: 
facts muſt be fought for in books which treat of facts; our chief 
_ ebjeq is to examine the principles upon which the public credit 
was ſupported, let the exact ſum, of money raiſed; be what it will. 
Ihe expences af the French war firſt engaged the, nation to re- 
vive thoſe taxes which had been ſuppreſſed; and to impoſe many 
others for a confiderable number of years, in proportion to the mo- 
ney borrowed en them, Tuer to the er d of the: ones 
In on ad cla ae —— _ maney 25 5 

per cent. It continued ſo till 1704, when ſome loans began to be 
made at 6 per cent. and at this rate it ſtood. during the war. 
Nut in 1706, the exigencies, of governmant were far greater than 
what all the money to be borrowed, or raiſed on. the ſubject, could 
ſupply. This opened a door to the abuſe. of paying the growing. 
deficiencies upon the taxes with exchequer bills, chargeable on diſ- 
tant funds. Theſe fel} conſtantly. to great. diſcount; and the un- 
happy ſervants of the ſtate, who received them in payment, were 
abliged to diſpoſe of them to people OG wait for an uſurious 
reimburſement. by parliament, |. 

When thoſe.exchequer, bills had once got into the nands of the 
monied people, they had intereſt with government to engage the 
bank to circulate them at 6 per cent. intereſt: but as the funds upon 
which they were ſecured happened at that time, 1706, to. be en. 

vnn N 4 gaged 
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igaget. far diſcharging debts; previoufly-cantrated;ithe han. dur 
ing that interval, could receive no payment of chis imereſt af 6 ger 
cent. ſo the expedient fallen upon, was to pay the bank compound 
intereſt for all the callies and bills they were ta diſcount, until che 
funds appropriated ſhould: be relieved. mort Zuse nawminot nl 


\ | This expedient; bad as it was, and burdenſome to che ſtate in the 
higheſt degree, proved of infinite ſervice, both in eſtabliſhing the = 
rredit of eee gere eee | 


in them. tl F benen vnn 917 Zan 90 

This a was ave ets Aden banks of circulation 
upon mortgage. The bank of England was here employed in con- 
verting into money exchequer bills, ſecured upon che faith of go: 
vernment. ' Banks upon mortgage convert into money the property 
of individuals, upon private ſecurity. Had, therefore, banks upon 
mortgage been eſtabliſhed in England at this time, all choſe who 
had property would have got credits from them, and would have 
been enabled thereby to pay their taxes, and carry on their induſtry, 
without diminiſhing their conſumption. The exchequer would then 
have had no occaſion to iſſue diſcredited bills and tallies for making 
up deficiencies; becauſe taxes would have been productive, and 


the ſtate would have been relieved of this exceſſive burden of 


intereſt at 6 per cent. accumulated quarterly in favour of the bank. 

What extraordinary profit maſt have accrued to the bank by this 
operation, every one mult perceive. They were not here procuring 
funds to lend at a great expence ; all they did was to augment the 

quantity of their paper upon government ſecurity; which they 
knew well would be fuſpended in the common circle of payments 
within the country; and the public borrowings were ſufficient to 
furniſh credit for the ſums ſent out of the country. In this view 
we may conclude, that almoſt the whole accumulated intereſt paid, 
was pure profit to OT and GO ere erf 1 
tional debe 1 1151910 by 

This operation of he bank in __ dd er Prervur . 
N in the pay ment of the navy, army, ordnance; and of 

10 8 \ many 


* — 
* 
N * » ge ene} - 
— "aud * 4 wm Ws 2 i * 7 
3 — Ig me 
* * * £ 7 ry 1 4 
. . 
\ ner... at v8 „8 


1 4 
% 8 


2 — 
— een r I 
95 1 ge eee. r 
oy 6 3 4 * * oF 0 ts 
d 4 * 

4 * — . a 22 
a . eee 

48 — ** Ty — "x * 


2 ey bd YR 2 — 
— oat 1 


. . 5 wot 
n , 
en ——_— — 
i Hap rs ee = 


3% AN INQUIRY INTO THE PRINCIPLES Bor . P. 4: 


many other articles. In 1710, they-amounted to above nine mil- 
lions ſterling. This was too great a ſum to be borrowed; and the 
bank durſt not venture to diſcount more than what domeſtic circu- 

lation could ſuſpend: ſo that after this; great debt had circulated 
upon the diſcredited obligations which had been iſſued for it, and 

in that way had fallen again into the hands of monied people, at 
30 and 40 per cent. below par, the new proprietors of it were all in- 
corporated into one great company, with a governor and directors, 
who got 6 per cent. for the whole capital, with an nn 11 
8ooo l. a year for charges of management. 

Thus all the real creditors for theſe deficiencies lo che diſcount; 
the monied people gained it, and the public paid for all. 
When credit is in this languid ſtate, every expence of government 

riſes in proportion to the- diſcredit of the paper with which they 
pay, till at laſt the whole ſum, with intereſt, accumulation, and 
expence, falls upon the ſtate, as if every n of it had n 
frugally expended in ready money. 

This is a general view of the ſtate of credit in 8 Anne's 8 reign. 

Government had not, as in the former war, the inconveniences 

flowing from the diſorder in the coin to combat with. Theſe contri- 
buted more than any other circumſtance, to raiſe the capital of the 
debts at the peace of Ryſwick. Circulation, too, was conſiderably 
augmented, in conſequence of the increaſe of taxes, public debts, 
and the operation of the bank in circulating exchequer bills and 
tallies. Yet money was ſtill ſcarce, in compariſon of what it might 
have been, had proper methods been contrived to preſerve it upon 

a level with the occaſions for it. 8 3 , 
The incorporation, alſo, of nine millions 3 in the ode * a 
corporation, which afterwards, was called. the South Sca company, 
was an aſſiſtance to public credit, by increaſing a monied intereſt, the 
principal view of which was to fill the government loans, on the 
lucrative conditions offered for them, And laſt, of all, the ſtrictly 
| adhering to the public faith, of, engagements,, without ſeeking, 
by acts of power, to indemnify an ſtate for the loſſes it had been 
ge 
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obliged to inæur fromthe: cireutaences:of the. times, laid die 
ſolid baſis of national credit for the future 
- Although the many additional eee 
did not increaſe it in any proportion to the load laid upon the ſub ; 
ject during this war, tliey ſerved, however, as a good foundation 
for improvement, as ſoon as the effects of peace reſtored them to 
their full production. But the charges laid upon them having be- 

come every year greater, government was obliged to engage certain 
funds for thirty two years to come, and ſometimes longer; and 
many branches of taxes, which formerly had been granted for 
ſhort terms, were then made perpetual. After the peace of 
Utrecht, the expences of the ſtate were greatly diminiſſied, and 
money began to regorge: ſo that in the year 1716, the firſt foun- 
dation of the ſinking fund was laid, by opening a ſubſcription for 
paying off about ten or eleven millions ſterling, at that time, 
charged upon ſeveral branches of taxes, the nn det which 
amounted annually to 724.8491. ſterling. 

The proprietors of theſe debts were allowed to ſubſcribe 4 into this 
new fund, at an intereſt of 5 per cent. redeemable by parliament: 
and in caſe the whole ſubſcription ſhonld nor fill at that rate, the 
bank and South Sea company became bound to make it up, upon 
receiving a like annuity in proportion to their ſubſcriptions. 

The bankers debt, of which we have ſpoken, the only public 
debt owing at the revolution, made ane thoſe which were to be 
ſubſcribed for. 

The taxes which had been. appropriated tld the diſcharge of thoſe 
capitals, from temporary, were made perpetual; with a clauſe 
added, that when the ſurplus of the fund, after payment of intereſt, 
had diſcharged the capitals of all the national debt due the 2;th'of 
December in that year, the whole produce of the rand * _ 
remain at the diſpoſal of parliament. © 

After this firſt operation in reducing the intereſt; the bank was 
ſatisſied with a reduction to 5 per cent, of that paid to them; and 
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they began to circulate ee byls at a more moderate intereſt 
,, co mon hain) 
Public credit was now v daily gaining BIKE? 15 iz ths South 
Sea company, whole capital was then ſwelled to eleven millions at 
5 per cent. with a ſum of 9397 J. ſterling for the expence of manage- 
ment, enlarged their views ; and finding great profits to ariſe from 
ſuch a fund under one adminiſtration, formed a project of ac- 
quiring a large ſum of the public debts, which remained outſtand- 
ing upon the original funds appropriated for them. 
For this purpoſe they propoſed to government to acquire, hs | 
property of above 16 millions of redeemable debts, bearing then 
4 and 5 per cent. intereſt; and to reduce the whole to 4 per cent. at 
midſummer 1727. 2. To acquire a ſum of 794 000 J. of an- 
nuities upon lives, and for long terms, as they ſhould agree with 
the proprietors,” at 5 per cent. upon the purchaſe-money, until 
1727; and at 4 per cent. afterwards. Annuities were then valued at 
fourtcen and twenty years purchaſe, according to their length: 
they roſe, however, during the operations of the South Sea, to 25 
and 30 years purchaſe. 3. They were to have a ſum added to their 
former allowance for the charge of management, in proportion 
to this augmentation of their ſtock. 4. That for the advantage 
which might follow upon this agreement with government, they 
were to pay into the exchequer above ſeven millions ſterling, to- 
ward diſcharging other national debts outſtanding. And in the laſt 
place, they engaged to circulate a conſiderable ſum of exchequer 
bills, and to pay the intereſt of 2 pence per cent. per diem, which 
mould _ upon them during ſeven 'yeary * - ! 


From 


After the long and particular account I have given of the Miſſiſippi, I ſhall not 
enter into a like detail, concerning a ſcheme which proceeded upon the very ſame prin- 
eiples; to wit, the artiſi ial raifing the value of a flock, by promiſing On out 
of funds which were nowiſe ene to r 


| | I ſhall 
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From the operations we have been deſtribing, we perceive, that 
the point of view in England, from the peace of Utrecht, has always 
been, to reduce the intereſt of the national debt; but never to leave 
in the hands of the creditors, any part of the ſavings made, in order 
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I ſhall therefore, in a very few words, compare ſome of the operations of the South 
Sea ſcheme, with thoſe of the e J and | in eie it, pains out the principal dit- 
ferences between them, | 
he great profits upon the Miſſiſippi were expected fam we inciveſt paid by govern- 
ment for the great loan, the farms of the revenue, and the profits upon their trade. 
- Thoſe of the South Sea were, at ſetting out, 1. The profits upon their trade: 2. 
The allowance made them: 3. The difference of receiving 5; per cent. for the money 
they laid out in purchaſing the public debts, when money was at 4 per cent. as it was 
when the ſcheme was ſet on foot: and 4. The ſurplus money ſubſctibed into the ſack 
above par, in conſequence of the artifices uſed to enhance the value of it. 
The ſeven millions they were to pay to the ſtate, ſeemingly for no value 3 
were a ſort of compenſation for receiving the 5 per cent. for 3 years, at a time when 
money was worth no more than 4 per cent. 

Theſe advantages raiſed, at firſt, the value of the original ſtock of eleven millions. 
The conſequence was, that the proprietors of the 16 millions of the redeemable debts, 
which were to be bought in when they came to ſubſcribe their capitals into the new 
ſtock, tranſacted them at a proportional diſcount ; which diſcount, being good againſt 
the government in favour of the company, ſerved to diſcharge proportionally the ſeven 
millions the company was to pay. This gave an additional value to the ſtock; and ſo 
it roſe, greatly indeed above that proportion. Then the company promiſed a dividend 
of 10 per cent. for one half year, upon their capital, at midſummer 17203 this divi- 
dend was to be paid in ſtock, which was conſtantly riſing in its value ; but no infor» 
mation was ever given the public concerning the funds which were to produce this divi- 
dend; ſo every one concluded that there were hidden treaſures in their hands, which 
enabled them to promiſe ſuch large dividends. Accordingly, ſtock roſe from 320 per 
cent. to 3754 then to 400, and at laſt 190-1009 per cent.; and in propottion as it roſe, 
the wealth of the former ſubſcribers augmented from the ſurplus above par, paid by 
the latter, and thoſe who fubſcribed laſt, bore all the loſs upon * lowing up of 
the ſcheme, Co, 

But one great d ference between the South Sea and Uimboppl, * was this: That in 
France there was abundance of money in the hands of the public, for purchaſing the 

D d d 2 actions, 


| becoming the abſolute rulers of the vation, 
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to diminiffi che capital; Theſe ſavings haveconſtantly been thrown 
into a ſinking fund, ' fuppoſetd" to be intended for extinguiſhing the: 
capital; and were it employed for that purpoſe for' few years: 
14 ene 5 2 e een dere eee 
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8 n bur ia England en ts 
conſequently, in France, the rate of intereſt fell to 2 per cent. and in * dhe great 
demand for money to borrow, raiſed it beyond all bounds. | 

. Thoſe who ſubſcribed in money, paid don no more than 10 per cent. at ſobſerib- 
ing; but became bound to pay up the-remainder. But hen tho ſtock tumbled, 
were better pleaſed to loſe the 10 pey cent. they had paid, than to pay up the remaining 
90 per cent. according to the terms at ſubſcribing. Thoſe indeed who ſubſeribed their 
former capitals at a vaſt diſcount, did not labour under the ſame inconvenience of want 
of money; but that diſcount became as real a loſs to them, as the caſh ſubſcribed be- 
came a loſs to the money ſubſcribers, the moment that thoſe who were in the ſecrer, 
and who, by the moſt infamous chain of artifices, had blown up the public frenzy, 
began to realize and fell out, and that the whole was diſcovered to be a cheat. So that 
upon the whole, the Engliſh ſcheme had much lefs foundation than the French. The 
keſt blew up from an abſolute neceſlity, and for want of any bottom at all; the laſt 
from miſconduct, and rather from folly than knavery, I return to an account of the 


4. 


© The originalicapital of the South Sea company, was 11 750 0007. : the redeemable 
debts they were to purchaſe in, amounted to 16 750 000 d.; and the value of the ir- 
| redeemable, or what were called the 8b/okute ferns, was computed at 15.058 000 l 


1 31 808 000.4, ſterling. 

The proprietors of this original capital of 11 52 000 1. conſulted their own ad- 
2 only, in purchaſing in this large ſum of debts, which were to be converted 
into additional ſtock ; and therefore Gunged very. high the great advantages of ſuch a 
transformation of them; 1m, From the.profits of the trade, which they were to en | 
Joy excluſively. And, 2de, From the gfeat addition to their wealth, from the con- 


| tant riſing in the price of their ſtock. They. carried their views to nothing leſs than 


| obtaining a majority in the houſe of commons, by che weight of their wealth, and of 

„The public being from the beginging La, with bed. daes, ſubſeriptions for 
ſtock were opened at 200 per ten:. above par; and ſome of the proprietors of the 
1 $08 ooo 7. ſubſcribed at firſt their capitals 10 a proporgional 0 diſcount; „ that is, they 
TET» 51 & 3 made 
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would be, ta reduce intereſt in England lower chan ever perhaps. 
it has been ſeen in any nation. That intereſt. may be reduced, by 
making money regorge in the hands. of the lenders, is, I think, 
kn eu. . chat by regorging in France, ang 1720, 
it reduced intereſt to 2 per cent. is a fact indiſputable. I ſhall not 
pretend to ſay poſitively, that the total appropriation of the ſinking 
fund, and an augmentation upon annual grants, to make up the 
void, would in Great Britain work this effect in a fe years; dut 
1 think it is very probable that it would! and if the\domeftic ere- 
| ditors, in any ſtate, where debts, due to frrangers, are ſwelled to ſuch. 
a height as to exceed the whole profits made upon wade, ſhall by 


made over a debt of 100 J. for 337 in South Sea ſtock | 3 and ſucceſſively, the ſub· 
ſcription roſe to 1000 per cent, Theſe immenſe profits being incorporated into the 
gains of the general ſtock, were proportionally ſhared” by the ſubſcribers themſelves, 
who became proprietors; and the higher the ſtock roſe, the more theſe gains aug- 
mented. | This influenced the infatuation and the dividends augmenting in propor- 
tion to the price of ſubſcription, there appeared no end of the rifing of the ſtock. 

The firſt dividend offered, as has been ſaid, was to per cent. half-yearly, in ſtock: 
this was afterwards converted into no leſs than 30 per cent. in money, for that half- 
year: and when ſtock roſe to 1000, a dividend of no leſs than 50 per cent. per m 
in money, was promiſed for twelve years to come. 

Had ſtock tiſen to 2000 per cer. the dividend could have as eaſly been curtied to 

100 per cent. per aum, as it had been to 50 per cent. when at 1000. 

But whence was this dividend to be paid? The company and the directors took 
good care never to give to the public any light as to that particular. 

Io prevent, therefore, ſuch abuſes in the rifing of the South Sea, it ought to have 

been provided by parliament, that in tak ing in ſubſcriptions, and offering dividends, the 

directors ſhould have informed the public, 1m, Of the money owing to them by go» 

vernment. 2d, Of the money gained by the ſubferiptions above par. And 3tio, Of 

the profits upon their trade, And, on the other hand, of the debts due by them 3 and 

of the nett balance upon their books, in their favour. 

This would have been fair dealing. But to pretend the neceſſity of ſecrecy, in a 
point where a nation is intereſted, was in itſelf a mere pretext; and had it been other- 
wiſe, it might have been anſwered, that's company — is obliged to have recourſe to 
ſuch ſecrets, ought to be prevented from 26 with choſe who IE . 
rant of them, however dceply intereſted. f 
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eir influence, and from a motive of / ꝓreſent advantage, obſtruct 
ſcheme of this nature; the conſequence will prove, in the firſt 
lace, to diſcourage, and then totally to extinguiſh commerce, and 
in a little time to occaſion an unavoidable bankruptcy; as ſhall be 
explained in a ae p99 e J return to the South 


ea company. 1 4 
5 | a propoſal of the South Sea pee cn ORs was 
En cepted of, and ratified by act of parliament, 6 Geo. I. chap. 4th; 
boy the diſaſter which befel credit, in conſequence of the ambitious 
views of thoſe who were in the adminiſtration of that company, 
prevented the nation from reaping all the advantages which might 
have proceeded from it. 
 Thereign of k. George I. though little diſturbed by foreign wars, 
produced not the ſmalleſt diminution upon the capital of the public 
debts ; and thoſe which ſubſiſted at the peace of Utrecht, ſtood, at 
his death, at 50 354 953 J. The ſame taxes ſubſiſted ; and every one 
almoſt was by this time made perpetual, except indeed the land tax 
and malt duty, which to this day continue to be annual grants. 
But alas! this apparent revenue, ariſing from a multitude of 


taxes, was of no uſe towards defraying the ſmalleſt extraordinary 


expence of government. Every article of it was engaged for 

debts ; and the operations for reducing the intereſt were calculated 

only to produce a fund for diſcharging the capital. The civil liſt, 

BD indeed, that is to ſay, the expence of civil government, excluſive 
of army, navy, ordnance, and incidental articles, was paid from 
| the permanent taxes, and conſidered as a charge upon them. But 
were not armies and navies then become as regular an expence 
upon every tare in Europe as judges and batons: ?  Undoubt- 
edly they were. Let after the peace of Utrecht, in laying down 
the plan which has conſtantly been followed ever ſince, for defray- 
ing the regular expence of Britiſh government, theſe two great 
and unavoidable expences were conſidered as contingent only, and 
| provided for by annual grants: and becauſe armics, in time of 
| peace, in former Ag, had cane dangerous to liberty from 


the 
I 
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the abuſe of power, they were Aillacon ies in the ſame light, 
at a time when liberty and trade were eee n unn 
their armed enemies and rivals abroad. | | 

When the continuance of peace, in the reign of Gn the Firſt, 
bis produced the effect of reducing intereſt, on many occaſions, to 
3 per cent. the ſinking fund began to gather ſtrength. The land 
tax, from the year 1722, had not exceeded two ſhillings in the 
pound; and the extraordinary expence of government, according to 
the annual grants of the 13 years of' his reign, did not exceed 
34 800 000 l. or 2670 0001. a year. 

Public tranquillity was very little diſturbed during the firſt ae 
years of the ſuccecding reign; and all the extraordinary expence did 
not much exceed three millions per annum: yet that expence, ſmall 
as it was, compared with what it has been ſince, was almoſt every 
year made out, by taking one million at leaſt from the ſinking 
fund; and in the years of the leaſt expence, ſuch as 1731 and 1732, 
the land tax was reduced to one ſhilling in the pound, at the ex- 
pence of taking two millions and a half from the ſinking fund. 

Theſe ſteps of adminiſtration I neither cenfure, or approve of. 
I muſt ſuppoſe every ſtateſman to have good reaſons for doing what 
he does, unleſs I can diſcover that his motives are bad. May not 
the landed intereſt, who compoſed the parliament, have inſiſted 
upon ſuch a diminution of their load ? May not the proprietors of 
the public debts have inſiſted on their ſide, that no money out 
of the ſinking fund ſhould be thrown into their hands, while 
the bank was making loans upon the land and malt duties at 3 per 
cent.? Might not the people have been averſe to an augmentation of 
taxes? When three ſuch conſiderable intereſts concur in a ſcheme, 
which in its ultimate, though diſtant conſequences, muſt end in 
the notable prejudice of perpetuating the debts, although oppor- 
tunities offer to diminiſh them, what can government do? They 
muſt ſubmit; min; v aneh! 18 worle, EF cannot well avow their 
wunden 


Such 
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Scot ard Frequently too; in every 
— loaded witch debts, where the body of the people, the land- 
lords, and the creditors, find an advantage in che non- payment of rhe 
national debt. It is for this reaſon that I imagine, the beſt way 
to obviate the bad confequences' of ſo ſtrong an influence in par- 
liament, would be, to appropriate the amount of all finking funds 
in ſuch a manner, as to put it out of a nation's power to miſapply 
wem. and by this force them either to retrench eee 
expences, or to impoſe taxes for defraying them. 0 
he ſecond period of George Hd's reign, was — Wee 
out of the Spaniſh War in 1739, to the peace of Aix-la-Chapelle in 
1748. During theſe ten years, (1748 being included) the extra- 
ordinary expence was, upon an average, very near ſeven millions; 
and at the end of the year 1738, the YOu _— — to 
46 661 761. bearing 1962 053 l. intereſt. 

The firſt expedient for borrowing money during the war, was to 
continue the duty on ſalt for feven years; and to mortgage it at 
once for 1 200 00017. according to the old plan. To this was added, 
the expedient of lotteries, and loans upon eee annuities, 
according to the current value of money. 

An additional exciſe upon ſpirituous trails nend in where- 
withal to compenſate / theſe additional ſums of intereſt ; and 
the Eaſt India company, for lending one million at 3 per cent. 
upon this occaſion, had tbeir charter continued from 1766 to 1780. 
This operation I alſo conſider as an anticipation ; and as it was to 
commence at the diſtance of 23 years from the time of the grant, 
could nat fail of being very burdenſome to the nation, nawever 
convenient it might be at that particular tim. 

Were the India company now, 1766, to purchaſe the renewal of 
their charter for 14 years, what a ſum might be expected from it! 
| Yet the value given for the grant they then obtained did not exceed 
30 oo J. becauſe the other annuities of 3 per cent.) were {old. at that 
time for 97 J. or, in the language of the funds, at 3 J. premium 
for tvery 100, ſubſcribed ; and this fo carly in the war as 1743. 

The 
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- The practice of borrowing upon premiums had taken place in 


Queen Anne's reign, and has of late years been very common. 


The credit of Great Britain is ſo firmly eſtabliſhed, that in what- 
ever way government inclines to borrow, the money d men are 
willing to lend, ie the loan be made at the then rate of 
intereſt. ; 

Io avoid voor the dine of funds at different rates, 
in proportion to the fluctuations of money, the bargain is made 
at one determinate intereſt. Suppoſe, for an example, 3 per cent · 
Then, according as it is found to riſe above that rate in the mar- 
| ket, a premium is paid out of the money ſubſcribed ; as in this 
caſe 3 I. was paid out of the 100 f. ſubſcribed ; that is, the ſub- 
{criber retained it, and obtained his 3 J. annuity, for the payment 
of 97 l. ſo this remained a 3 per cent. loan, inſtead of being, as it 
really was, at 3 * per cent. and was ſold and transferred as every 
other 3 per cent. without occaſioning any perplexity. 

As the war continued, intereſt roſe, from the demand for money, 
when the ſupplies became deficient. 


The year following, viz. 1744, this manifeſted itſelf, by the con- 


ditions offered by government, which were: That, of two millions 


to be borrowed at 3 per cent. as before, upon the whole ſum, 
1 500 ooo J. ſhould be formed into perpetual annuities, and the re- 
maining 500 000 J. into a lottery, conſiſting of 50,000 tickets, to be 
ſold at 10 J. each. The original ſubſcribers to this loan ſubſcribed 
therefore 10 J. for the ticket, and 30 J. for the annuity, in all 40 J.; 
for which they were to receive 3 per cent. But the premium con- 
ſited in this; that every ſubſcriber for t tickets, that is, 400 l. of 
the total fund, had an annuity for life given to him of 4 /. 19 5. + 
This made five thouſand annuities on lives, of 4 J. 105, each, or 
22 500 J. a year to be added to the intereſt of 3 per cent, ON the two 
milkons that is, to 60 oO l. a year of perpetual annuities. So that 
the whole loan of two millions this year colt government 82 500 4. 
of intereſt, or 4: Her dem.; 22 500 l. of which was to extinguiſh 
wich the lives of the ſubſcribers. LY: 22 
A : E e e 5 | Now, 
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Now if we ſuppoſe theſe life-anmuities worth ac years purchaſe +, 
this was the ſame ching as if government had given a deducxion 
off 90 l. out of the 400. ſubſcribed; eonſequently the remainder, 
which wWas 310 4 produced 12 1. This makes the rate of intereſt 
upon the loan to have been 3.87 per cent. And as government in- 
clined that the loan ſhould be made in that way, the lenders were 
willing chat it ſhould be fo; and the diſſerence between 3.87 per 
cent. (the tlien rate of money) and 4 intereſt, which was paid by 
government, was a ſinking fund, as it were, for the gradual ex- 
tinction of the capital of the ee ter Nochern anne * mo 
of the annuicantg/ / 36 
In 1746, perpetual Aridetermtinate annuities were ens at 
4 per cents and the eee _ n ten e de nn was . 
to 90. life- an nuit 

It wauld be eee to trace oy various e of con- 
triving the premiums: given in the ſucceeding years of this war. 
Thie principle upon which they were regulated was always to pro- 
portion them to the rate of intereſt at the time; and the motive 
was, I ſuppoſe, that by this method of borrowing, a part at leaſt 
of the debt would become extinguiſſied with the lives of the ſub- 
{cribers. There might perhaps be another, to wit, that by ſwelling 
the capital, for value not received, there was an appearance of 
borrowing at a lower rate of intereſt than what in reality was the 
caic. Thus in 1747, when 6 300 ooo l. were borrowed, inſtead: of 
giving not quite 4; per cent. for this ſum, they gave 4 per cent. upon 
6 930/000 li which capital, although money ſhould return to 3 per 
cent, was (till to ſtand at its full value; whereas, had 6 300 0004. been 
borrow ed at 4'; per cent. there would have been a faving of 600 000 /. 
upon the capital z and at the peace, the intereſt of 4: per cent. 
would equally have _ down to 3 per cent. with the other funds. 


„ie may cem a high e and ie, in fact, far beyond what any of thoſe 
antmities fold for: Wels the incereſt'of money cannot be eſtimated, for a conſtancy, 
at more than 3 fer cent. and that probably the beſt lives were choſen, the value to go- 
veta ment of ſuch annuides may well be eſtiaiated at 20 years purchaſe.” By De Moivre's | 
tables, anguilics for th K. moſt, e ages, intereſt heing at 3 per cent. are valued 

© iy. 67 years 1 15700 Nr e allowed not to be too high. 

” | * 
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During this firſt war of George the Second, che land; tax Was 
conſtantly at. 6. in the pound and now branches of cuſtoms, e 
ciſe, or other inland duties, were created in proportion to tho 
ſwelling of the national debts, which, on the ziſt of Decemiber 
1748, amounted to 78 293 3134. ſterling, bearing 3 o 325 J. intereſt; 
and the finking fund, or ſurplus of all permanent taxes then im- 
poſed, after paying the civil liſt, and the intereſt upon this capital, 
amountedao 1 060 948 J. ſterling. During this war, the debts were 
increaſed above what they were at the end of 1738, by 31 631 546 6 
ſterling capital, and by 1043272 l. of intereſt or annuities. / 

The war was no ſooner over, and the national . 
than money began to regorge in the hands of the monied intereſt: an 
infallible conſequence of ſuch a violent revolution, when extraneous 
circumſtances, ſuch as occurred after the peace 1763, do not prevent it. 

Io profit of this conjuncture, government, early in 1749, pro- 
poſed that all the public creditors upon capitals bearing 4 per cent. 
intereſt, redeemable by parliament, and amounting to upwards of 
57 millions, who ſhould accept of 3 per cent; from December 12757, 
| thould have their debts made irredeemable until that time; and in 
the interval ſhould continue to have 4 per cant. till December 17750 
and 3 * per cent, from nen until the total n to 3 per cent. 
in December 1757. 51947 | . 

This bold eee had mY deſired: at Many obſtacles 
were thrown. in the way; but the regorging capitals in the hands 
of many, made every one fear the reimburſement tor himſelt ;, 
and the credit of France was then ſo low, _ _ ew choſe: its 
funds as an outlet for their ſuperfluous money. | 
Baut an outlet, unfortunately, was not wanting at the mp the 

laſt war in 1763, as we:thalt ſhew-in its proper place. 
Here themiis.@ notable inſlance of the effects of e mo- 
ney. A ſmall ſum, when g compared with a nation's debt, operates 
upon the whole.capicaly 4s. tall, balance ppon. trade alle ts che . 
whole. maſs of, reciprgcal payments „ 0 

The. age eee eee _ vigor i 
1749 Was, to the 'coriviction of all rd, an imprac cable 
chene put ine leck Roy ſecing a 10 a füt! NPE be N 

: e ſeribed 
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ſeribed, at the intereft offered, and feeling the effects Which that 
regorging tabney' mult, In ill elend, ive" produced, willingty, 

ant wiſcly perhaps, cohfented to the offer made them. Had they 
dend and had the ſcheme propofea become abortive thereby, 
perhaps the” nation might have been fo far animated againft! the 
creditors, from tlie diſippoititmieht, as to have conſented to bet 
the expence of defraying the ſervice of the following years, without 
encroaching upon the finking fund. What effect this would have 
produced upon the rate of intereſt, in that conjuncture, no man can 
tell, nor will the real conſequence of fuch a meaſure ever be known, 
until the happy trial be made. That it would have brought intereſt 
below 3 per cent. in December 1757, is, I think, evident: for as 
matters Rodd,” had the creditors of 57 1 been able to hold 
out, I muſt do them the juſtice to believe, they would not have 
conſented to the propofal made to them; and an addition of all 
the ſinking fund thrown among them annually, at a time they 
could not diſpoſe of what they had, upon better terms than thoſe 
offered them, would undoubtedly then, as at all times, © TI a 
very great national relief, in bringing down the intereſt. 

During the tranquillity which continued from the peace of Aix- 
la-Chapelle, in 1748, to the commencement of hoſtilities in 1755, 
the money expended for extraordinary ſervices amounted on 
an average to above four millions per annum. The expence of 
government was then increaſed, by ſupporting the colonies, and 
by ſeveral great and uncommon outgoings at —_— for e 
mentioned 1 in the ſupplics of thoſe years. 

A little before the breaking out of the laſt war, that is to a on 
the zth of January 1755, the national funded debt was reduced to 
72 289 674 l. upon which was paid an annuity-/of 2654 300 l. and 
the ſinking fund amounted to 1308 81477. At the end of 1763, 
the year of the peace, the funded debt amounted to 130 586 789 l. 10%. 
beſides above 9 millions not provided for. So that at tho end of 
laſt war the national debt exceeded 140 millions; belides the value 
of the annuities granted in 1757, 1761, and 1762. Hence it ap- 
IM To this fonded debt mult be added the unfunded debt, which I do not know 


exatly and the value of the annuities granted in 1745, and 1746. 
| | Tears, 
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pears, char dhe Nar, occaſioned, ap augmentation of , upwards. of 
58297 14 upon, the funded national debt; beſides the difference 
between the unfunded, debts at the beginning and end of the war; 
and alſo the value of thoſe annuities *. | 

Iſhall, before Lconclude this, chaprer, preſenta ſhort FN of the 
gate af the nation at that time: but firſt let us take a view of the me- 
mods uſed to borrow ſo large a ſum in the ſhort period of eight years. 

Until 1757, money was borrowed by. government, at à little 
aboyg 3 her cent. but then a loan of 5 millions being neceſſary, go- 
vernment conſented to create annuities of 4. per cent. irredeemable 
for 24 years. By this expedient the monied people eluded the 
operation of reducing the intereſt of this fund, upon the return 
of peace. How far this expedient was to be preferred to 1 
former, of increaſing the capital beyond the money paid; 
whether it would not have been ſtill better to have paid for 55 
money wanted, according to the current rate of intereſt in the 
market at the time, waiting until a peace might afford a favourable 
opportunity of reducing it; I ſhall not take upon me to determine. 

have obſerved how raſh it: is for any one to cenſure acts of ad- 
miniſtration, when the motives of a ſtateſman's conduct are un- 
known. This, however, I have ſometimes venturcd to do, in ſpeak- 
ing of things which happened many ycars ago; but we ought to 
be more cautious as we come , nearer to our own times, becauſe 
not having, as in this caſe, a courſe of experience to point out the 
errors, we muſt entirely rely upon our own ſagacity, and reaſon 
only trom analogy. | 

During the laſt war, as in chat preceeding it, taxes were increa ſed 
in proportion to the intereſt of the: money borrowed ; and new im- 
potitions were now laid on the articles of great conſumption, which 
produced abundantly. The new malt-duty of 34. per buſhel, and 
the new beer-duty of 35. per barrel, bring in net into thEexchequer 
near 820 000 J. prr annum, and. diſcharge the intereſt f above 27 
millions ſterling, at 3 her ct. Such a ſum raited at the end of a 
»The anrivities of 17 47; are eſtimated, by the author; of the Conſiderations: gn 


Trade and the Finances, at 472, 599 l. * at 14 years purchaſe ; z and the annuitigs of 
1761, 1762, at 6826 8761. or at 27 v Fears purchaſe. Hut this valuat: oa ſeems too 


lw, for the reaſons given in the uote, p. 274. 
7 | war 


provided for, ſappoſed'to'be at 4 per cent.” 360 C oo 


manent income of this Kingdom, was then as follows: ES 
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war 10 very expenſive, and at the ye time when th credit 
Vince Was totally fallen, mult Have 2 ” — 18 ed in che ft —— 


ig. 


ner, and did in fact operate more, 4 than any other conſi- 
deration to put an end to that . 


moſt glorious that Europe 
has beheld ſince the beginning o of this century, or perhaps in ANY, 
age Whatever: advantageous ta Great Britain, notwithſtanding all 
the expence, providing that the conſequences happen to FRO 
to what may be reaſonably expected. 5 

I ſhall now ſet before my reader a ſhort tate of the raxe 8 0 Aebrs, a 
public funds of Great Britain, at this bright period « of her 1 mite, 

From the beſt authority I have been able to procure, the — — 
of the ſtate, conſidered under the three general branches of cuſtoms, 
exciſe, and orher inland duties, which comprehend the whole per- 


61 01 QI 


Cuſtoms net into the exchequer, about ay . 1 2 000 fn 


** — 


"Excife/3n all its permanent branches net, about 440 o 
Other inland duties 8 . ws ER IF 8 
Land tax at 4 in the prone nn ors 
1 271 ek er 95 10711 ths #1) JI % CIEN 1 Ir Mf Yo 2k 
Annual 29455 925 e ls 


13 
1 7% 


In all 2 500 e e 213.0 000. 
Let us next 110 "Th anal ed and appropriations 
ſettled upon this fund. Hs MA; 
Firſt then the civil lit, to the amount of xy 800 %% 
241, The inrereſt of about 1 31 millions of eee 
funded debts at different rates of intereſt; about 4 500 o 3 . | 


*k3,74 N 1 47 6510 t 
3129, The intereſt of nine millions not then 
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So there remains free, about - 4 553 
+#rom-which if wo deduct ebam uf garland? ol 
5 taxes, which extend: together as abowe, 10 2614 
Jak? Aa in remain as,the-produce.o of the ſinking fung! „ 19481999. 4 
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0 iat ff 3 coil vs 248 129 ofl[2 Air ba 828 25 Na Ot 18 
ede —— wn Farly in et LF CEL of Great Bri itain after the 
e 229 only rema 1. if or 9 1 7 tome e > Js i bib ng 192. 1 

now © fo offer forme copjectures why, after, this 


period, money was Tor found c regor gez as after the peace of Aix. 


la chapelle, ſo as to Furniſh a an 0 rtunity of reducing che rate of 
i in tereſt up upon dall redeemable d debe, ang by that of railing the amount 
0: the finking fund, and more firmly eſtabliſhing t the national credit. 


After the fall of the credit of France towards he end of 1759; Great 


Britain Had the command of all the money to be; lent in Europe: 
and a accordingly amazing ſums were borrowed. j in 7760, 1767, and 


1762. Of the ſums borrowed, a great part, no doubt, was the pro- 
petty of rangers ; but they, not being ſo well acquainted with the 
affairs of this nation as the Engliſh themſelyes, jinftead, of ſubſcrib- 


ing to the loans, lent the money to our OWN, Suntry people, Who, 
in hopes of a great riſe upon the return of Peace, en the * 
ſeriptions with borrowed 1 money. 1 

The conſequence was, that no ſooner did the funds e to 1 
after the peace, than every creditor demanded his money of thoſe 
who had inveſted it in the public funds. This obliged the latter to 
bring their ſtock to market, and this again had naturally the effect 
of e ri. the n very ty "Some, more Kaen then the reſt, 
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of the real proprietors, and 5 nh akin _ 58 WD © who al | 


held them nominally. Ait SUM wy Hin 20 t £« 
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circuraſlapees, no doubt, great 7 eee to: — the — 


effect. 16005 311 mii 1 912617 Oe 
| Ras great ahohalancenk * that is, of en portations above 


importations, may have been of late in favour of England, ſtill the 


gtoſz than the net t produce of the permauim duties of exciſe; that 18, of all the . 


duties, excepting the annual malt · duty. It muſt alſo be obſerved, that the annuities | 


payable to the national creditors, amounted, oh sch January 1764, to mere: than 
4 7200881. Bot“ on the other hand, the intere t of N 9 millions is rated 
100 high, as appears frog the author above quoted. 1 


cannot pretend 10 give exact 
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mighty ſums drawn out by firangers have certainly, upon the 
whole, prevented much money from coming home on the general 
or grand balance of payments. While that remains the caſe, it is 
impoſſible money ſhould regorge at home in the hands of the na- 
tives, and until this happens, there is no hôpe of ſeeing the 3 per 
cents. above par. But then the riſe, ſmall as it is, ſince the peace, 
may encourage us to hope that that time is not far off: for had 
the profits of our trade been quite unable to balance the loſs 
upon our foreign debts, tlie funds would undoubtẽdly ſtill continue 
to fall, which is demonſtrably not the caſe from the circumſtances 


of the loan in April 1766, obtained by 1 e er nege * 


tance of a lottery indeed, at 3 per cent, * 
Here | 


The loan of 1766, was 1 500 0001, at 3 per cent. Every ſubſcriber for 100/, 
had an annuity of 3 per cent. on 60 l. and 4 lottery tickets, valued to them by govern- 
ment at 104 each, in all 100 l. The prizes and blanks in the lottery amount to 

600 oo J. and bear 3 per cent. paid by government. The annuities amount to 
9oo 600. and bear alſo 3 per cent. The number of tickets are 60.000. en at 
10 J. each, they amount to cοο οο P .. 
The advantage government reaps by this re ee is, n ee of 

gaming, raiſes the lottery tickets above their value, when thrown into the hands of the 
public z and this advanced value being a profit to thoſe who receive them in part of 
their ſubſeription, that profit they ſhare with government. Example. In April 1766, 
when government borrowed 1 500 000 J. at 3 per cent. the 3 per cents, were only at 
89: conſequently, the difference between 89 and 100, which is 11. muſt have been 
ſuppoſed to be the ſum which the ſubſcribers, from the propenſity of people to game, 
had a' reaſonable,” or rather a certain expectation of 'grining ”©» the ale of £ ec. 
tickets, that is, 2 l. 15. opon every one. 

To know therefore the real par of a lottery ticket, you muſt _ 4 it coſts 
che ſubſcribers 10 l. for which they receive from government 3 per cent. This 10 J as 
3 per cents. Rood at 89, is worth at that rate no more than 8 J. 18 4. add to this ſum 
what the public muſt pay for the liberty to play, which we have ſtated above at 2 l. 15 5. 
and you have the exact par of a lottery ticket at 117. 135. 

Whatever they fell at above 110. 135. + e the lublcribers, W ſell 
below x11. 135. is a loſs to them. 5 

This profit, _ A —— is greatly increaſed from anocher den. 
Nance, viz, 


That 


„Here then was an outlet provided for more money than all chat 
could regorge at home, via ic the payment of thoſe foreign creditors, 
to whom the ſtock-holders were indebted.. Beſides this, the ſale by 
government, of ſuch tracts of land in the new acquired iſlands in 


the Weſt Indies, provided another; money was even placed in the | 


funds of France ſoon after the peace, until the adventurers were 
checked by the operations of the King's council, in reducing both 


capitals and intereſt upon them, contrary to che original ſtipulations 
with che creditors. A lucky circumſtance for Great Britain, as it 
forces, in a manner, all che money of the continent into the Eng- 
liſh funds, which equally remain a debt tal h ao NEO 
* or low 1 in the market, 


That the hw may ſell the'r ſubſcriptions at a time wh they have really ad- 


vanced but a ſmall part of it. The firſt pay ment is commonly of 15 per cent. on their 
ſubſcrĩption: when they ſell, they make this profit: upon the whole capital. Suppaſe = 


then 15 per cent. paid in: if the profit upon ſelling be no more than 1 per cent upon 
the apitel, that 1 per cent. turns out no leſs than 657 per cent; upon the money they 


have advanced. Thus a perſon who is paſſeſſed of 1 500 { only, may ſubſeribe for - 


10 O00 in this loan: he pays in his 1800. and receives his ſubicription z when he 
ſells, he iells 10 000 l. ſubſceription, upon which he gains 1 per cent: : 1 per cent. of 
100004. is 100 4. ſo (in one month ſuppoſe) he gains by this means 100 4 for the, uſe 
of 1500. But as a counterbalance for this profit, he runs the riſk of the falling of the 


ſubſcription, which involves him in a proportional loſs if he ſells out ; or in the incon- 


venicnce of advancing, more money than he had to employ in chat way, in caſe he ſhould 
prefer keeping his ſubſcription for a longer time, in hopes of a riſe in the public funds, 
By tius mode of borrowing, government profits by the diſpoſition of the people to game, 
But this propenſity has its bounds, and at preſent it is found by experience not to exceed 
60 000 lotiery tickets, or 600 0007. Were, therefore, a ſubſcription, of g millions 
uken in upon the ſame plan with the preſent, of 1 500 0007. the regorging number of 
tickets would be e e B pos 
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ER E it as eaſy to get information of the political Kate! of 
W France as of Britain, one might attempt to give ſuch a ſketch 
of their affairs as we have now done of the other; but when we 
confider the lame accounts given by French authors who have 
made reſearches of that kind their particular ſtudy, it would be in- 
conſiderate in a ſtranger ever to undertake a taſk fo difficult. 

In France, the finances are conſidered as a political arcanum, of 
great conſequence to the ſtate to conceal from vulgar eyes. It is 
not long ago, ſince the farmers of the greateſt part of the revenue 
uſed regularly to burn their books at the end of the year, to pre- 
vent the King's ſervants from knowing the ſtate of the moſt eſſen- 
tial part of his affairs. Cardinal de Fleuri aboliſhed this cuſtom, 
and obliged them to lay every thing open to his eyes. 8 

I ſhall now endeavour to communicate, in as ſhort and diſtinct a 
manner as I can, an idea of the preſent ſtate of the French revenue; 
of the taxes from which it proceeds; of the manner they are admi- 
' niſtred; of the purpoſes to which they are appropriated ; and of the 
ſtate of the King's debts at the end of the laſt war. 

From this view we ſhall form a general notion of their public 
expences ; of their public debts; and of what is moſt DS. of 
the reſources of that Kingdom in time to come. | 

For this purpoſe, I ſhall divide the whole revenue Amme that 
is, all that is raiſed on the people, to whatever purpoſè it may be 
applied, into five branches; and after having firſt explained the 
nature of each, I ſhall give a general detail of them in their order. 

The firſt branch is what is called the King's ordinary revenue, 
This 1 15 compoſed of about orgs articles of Permanent taxes, ſup- 

| : poſed 


Che, vl. OF' POLITICAL ENO, 4% 


poſed to be ſufficient for defraying the whole. expence of govern- 
ment, civil and military, in time of peace. 


The ſecond is compoſed of all the extraordinary impoſitions which 
were laid upon the people, in conſequence af debts contracted in 


the former war, ended in 1748. 1 4 


The third, what was impoſed during hes laſt war, "for the ſer- | 


vice of the ſtate, and for paying off the debts then contracted. 
The debts of France, contracted in periods anterior to thoſe two 
wars, are charged on the ordinary revenue, as we ſhall preſently ſee. 
The fourth branch conſiſts of two articles. The firſt comprehends 
certain perpetual taxes appropriated for certain ſtate EXPENCES, not 


charged upon the ordinary revenue. The ſecond, what is com- 
puted to be the expence of levying all the taxes, and alſo the profit 


of the farmers: or in other words, what the people pay more than 
the public receives from the hands of the tax-gatherers. 


The fifth and laſt branch, comprehends the taxes paid to the 


court of Rome, to the clergy, and to the poor; with other duties 
belonging to private perſons. Under one or other of theſe five 


branches, may be very properly arranged all the taxes s paid Va che 


Trench nation. 


Firſt general end 
The King's ordinary revenue, with the a upo⁰ it for the 


| .. year 1761, | 
"Articles of revenue. Pr. money. Stcrling ditto. 
| ; livres. J. 4 
. Domain (the King's landed eſtate) 6 000 000 266 666 13 4 
2. Taille (the land-tax) - 56600090 2515555 11 17 


3. Double capitation (the poll-tax) 53 200 099, 2.364444 8 10% 
4. Ditto upon ſuch as have civil. | 


employments, penſions, & 
$5. 28. in the pound on all civil 


cmployments. 


6700000 Þ 297777 15 6+ 


6800 000 302222. 4 5 
Carry over 129 300 000 5 746 666 13 32 
FE 2 8 


AK eh 4 ee Me RA ney, 6 n 2 | 2 D 


0 * 


r 
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. 8¹ 1 5 0 Ba ä Fr. money. Sterling ditto. 
4 Fre „ n livres. „ 
2 *| ©" BroughE 052 3 129/300 0 5 746 666 3 35 
6. The mint, or coinage '= 2400 00 1056 666 a | 
f 7: Decimes a d pe of the -- . 2] PUOTH D094 ESEH 
clergy n — 12 40000 551 111 2 25 
SG Free gifts from the ſtates 0 i e, ec ut i e. 
Burgundy, Provence, Langum. 


doc, and Britta 10ð0 oo οοͤ 44444 8 10. 

: gen l or annual tax upon | 8 . 7 
hereditary offices 2086600 00 _ J 11 14 

10. Tax on the Lutheran clergy of 5 


eee — - 200 8886 wee 
11. Regale, or the 8 1 dee RA 
right on eccleſiaſtical benefices 1 400 000 _ 3 222 144 [-62, 
12. General farme 112 500000 . 5 000.000 — — 


— 


Total of the ordinary r revenue 270 800 000 12035 57 T1 mig 


general farms livres. l. s. d. 
amount to 112 500 000 5 000 000 — 


And the other | ED 1 
branches to 158 200000 7035 555 11 14 ” 
The farms were increaſed anno 1762 | 
or 4 + T1 500000 FI II 4 22 


Mo 


Total A revenue at the 


end of the war z 80 282 300 000 12 546666 13 4 


Articles of Expence: 
Houſhold of the King and royal | ee it 
fam, - —  g4000000 417 77% 15 6. 
Ditto, their perſonal expence - 4 6co o 204 444", 8 10; 


3 | Carry over 14020 0c0 623.3223 4 5 


- Theſe reductions of French money to ſterling, are computed at the rate of 22 + livres 
to the pound ſterling. Hence 270 800 000 livres make 12035 555 J. 11 5. and 14 d. 
llerling, or nearly 1 à 4. as ſtated, though the amount of the partial ſums differs by 14. 


car: Vn an POLUN Ct OF GO NOME- 2 a 


Oi gait 1916 VIIOUT 11 Fr. money. Sterling ditto. 

bs: in ol : pant. * © + nes, L ͤ . 
Brought over: 149% 0 622 222 4 5 

Emg's ſtables and ſtuiuu- 2 eee 101 Hud ar Sr 

Hunting equipages - 2/7 0 7 Ar , 
Alm 500 09 21. Foce "26666 130.4 

Pay of the palace guards, (garde: 231th o foot eis Sn 3 

de la porte) &c. — „ 3 3009 146. 666. Js 4 

| King's buildings — + 6600-009/,4,293:333 6% 8 


* 


Total expence of the court | 28.600 ö 1271 111 2 2 


Pay of all the houſhold troops ' ooo ooo 35 gs 56 4 "> 12 
Pay of all the other troops of ot Sin 1b atlas / 
Nn, o 29 148989999. {2133 333,1.6, 8 
Fortifications vom - — 6000000..,,,,266 666.,13 4 
Artillery for land ſervice - - 6600000 293333 6 8 
Military gratifications, . over ann 507, 30 got 
above the pay - - 10000000 444444 8 16: 
Pay of general officers command- i 
ing in provinces and fortreſſes 2.000 coo 88 888 Ly Nags. 
Pay, &c. of the marechauſsce 2200000 97 777, 15 62 | 
Expence of priſoners of ſtate _ 1200 000 83 333 * 
Ordinary expence of the navy 25 000 ο 1111111 2 4 


Total regular military N C02: 6 9% % J ile Jew? 
ah 109 000 000 4844444 8 10 
by land and ſea 0 bs: 


— 
18414 


Royal penſions 3 — 9 Oο 15 400 000 — — 
The eee of the King's S | | 17 
miniſters <00 ess sg eme, 13777 F, 6. 


* — P * 3 GAPS 1 
— — 


—_— 


3 Carry over 9310000 413777 15 6: 


& * * 7 - 
4 l [ . LT as Be "%.. "2.4 3 i r = . Bl , _ #24 : 
wi # 4 x 4 5 8 Sat 4 I # 4 : j „ 1 8 * «4k 6 + a * 
yur < © + $4 | 12 £ . o I 4 * 24 : 
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ont nine T9 ron i Fr. money. 
5 | livres. 
wth. 4.2 me wer 93 te % 
| Ditto of the firſt preſidents of all the 1 1 
- parliaments in France, expence bien 
of criminal proſecutions, and | 
many other articles of that fort 22 000 000-. 


Appointments of the venal em- 


ployments, of the robe, trea-. 


-ſurers, receivers, comptrollers, 

Soo. 
Bridges, 8 dykes, Kc. 
For the royal academies = = 
To the King's library - <= 


Extraordinary and caſual nee 
upon the two laſt articles 


For lighting and 4 the cy ; 


of Paris 
| Appointments of he ſecretary of 
the cabinet council, for couriers, 
and other expenſge 
Ditto of miniſters at foreign courts 


Total ſum of this branch = 


Intereſt at 25 per cent. upon 
990 ooo ooo livres, or 44 000 000 l. 

ſterl. of the late King's debts, con- 

ſtituted after the bankruptcy 1720 
Intereſt at 22, upon 94 millions due 
to the company of the Indies, 
upon their old accompts 1720 


Carry over 


247 50 000 


10 000000 
4 000 000 
1400000 
1 800 O 


400 009 


840 000 


1 400 000 


1 800000 


| $2. 950000 


2 350 000 
— — — — 


27 100 000 


Sterling ditto. 
I. 8. d. 
a. 777 15 62 


af} 


15 4% BY £2443 $4.3 3 & Bus 3 
- # 243 £ + %& A% 7; L 


* 14 4 
111 .. 
4 


977 777 15 67 


444444 8 10: 
177 777 15 6; 
62 222 4 54 


17 777 is 6 


37 333 6 8 
62222 4 52 


1 „1 n 1 


— — Joy „ 29 


2353 333 6 8 


| 


> — 


| 
| 
| 


| 
| 
| 


18 100 000 — — 


| 


104 444 8 102 


I 204 444 8 10: 
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onih gmirive Wacom ta Fr. money. Sterling ditto. 


Soil l livres. BE © s. d. 

4 . e over an 100 O 1294 444 8 oe 

aa ee to the — to tunbiutsne ik ch do onitdt 
for paying their dividendds- eee | | 196666 1 4 
Annuities on lives re 015309; it t 6 

during the laſt ar 186 0000 1722127 3 22 

| | ; 1 on puma + | — —— 
Total intereſt of debts „48 500000) 2022222: 4 5 

: S — — — 


This article of 16 millions of annuities on How is the only 
charge caſt upon the n s ordinary *** in enn of 
the laſt mar. 

. | Er. money. | W 3 | 
| e of the expences. livres. na 
Expence of the court - 28 690000 127 1 2 22 
Fixed military ditto, by ſea and | 

land - =. = _ = . 109000000 48444448 10: 
Juſtice, penſions, &c. - - '$2:9500009 2353333 6 8 
Intereſt of debts . 45 500000 , 2022222 4 5; 


F — — —¾—ẽ 


Total expence = * 
Total ordinary revenue at the end 
of the waar 282 300 000 12 546666 13 4 


— — 
— — 


236050000 10491111 2 43 


The Grit deduced from the lat- K 1 
ter, Remains free - - J 5 | 35.355 | TT 


———— 


Beſides the anicles of expence here ſtated, there are many others, 
to which no limit can be ſet. The comptant, or the King's private 
orders for ſecret ſervice, and many different expences, form a 
great article. Subſidies alſo to foreign courts: in ſhort, much 
more, in all human probability, is ſpent, than all the produce of 
this permanent revenue can anſwer. So that from this no relief 

3 | - | | from 


4. 44 44436 Ari es . : AR antes r 4 


a 
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from debt can be expected, except ſo far as ĩt may be augmented 
by the falling in of the annuities on lives. But public debts are 
to be paid only by funds appropriated for chat purpoſe : and were 
this revenue to be relieved of the whole 45 millions of intereſt 
charged upon it, I have little doubt but! -_— e r ape would 
augment in proportion: dow? of wh 7 
1 ſhalltdelay making any „ aka eee eee 
poſitions which produce this revenue, until we come to ot 
of taxes; to which it naturally belongs wane! 
Beſides this ordinary revenue of the Kings of lt (if 
we except 26 600 000 livres, or 1 182 222 J. 4 s. 5 2 d. upon the capita- 
tion, added on account of the war only for a time) may be conſi- 
dered as their civil liſt; there are other branches of revenue, which 
are to be looked on as extraordinary ſupplies, impoſed for raiſing 
money in time of war, and for paying off the debts contracted, 
upon the return of peace. Of this nature are dixiemes and ving- 
tiemes; taxes very contrary to the ſpirit of the French nation, and 
to which they never have ſubmitted On the Peer e | 
and only on very urgent occaſions. 1719. ae 
The credit of France fell very low ——— . . of ks mer 
war, which began in 1744, and ended in 748. The parliament re- 
giſtred with great unwillingneſs every edict impoſing new burthens. 
The dixieme was a great augmentation of revenue, for the time it 
laſted z but being an impoſition which the Kings of France never 
have been able to make perpetual, it could not be pledged for ſuch 
large ſums as are required in time of war, and which no nation, 
however wealthy, can furniſh annually, as they are demanded. 
To ſupply, therefore, the want of a fund to be mortgaged, and 
conſequently the want of public credit, the King's banker M. de 
 Monmartel, with other men in buſineſs, joined their credit, and 
ſupplicd the King's extraordinary occaſions. They opened a fort of 
bank anno 1745, where they received money at; per cent. per month, 
the principal payable on demand. This fund gained credit; pay- 
ments being regular made as ſoon as demanded. 6Þﬀ a 
8 8 | ö | Vpon 
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Upon ſculing accounts after the. peace, .cuze 1748, the King was 
found indebted to this bank for a vaſt ſum of money. In order to 
pay it, lotteries were ſet on foot. The tickets were given to the 
bankers, and they by the ſale of them withdrew their own paper, 
which was circulating with very good credit on the exchange of 
Paris. In order to furniſh a fund for this lottery, the King had 
intereſt with the parliament to get a twentieth penny eſtabliſhed, or 
one ſhilling in the pound, uponall the revenues of private people in 
France, except the. clergy, and ſome hoſpitals. The ſame was 
charged upon the induſtry. of all corporations of trades and mer- 
chants ; and to theſe was added a capitation upon the Jews. 5 
This was thrown into what they call the caiſe d amortiſſement, or 
finking fund; and appropriated for paying off the lotteries, and 
ſome of the antient debts which were to be drawn, for this purpoſe, 
by lot; and for other extraordinary expences incurred in conſe · - 
quence of the war. This tax was to ſubſiſt, I believe, till 1767. It 
was this caiſſe d amortiſſement which was ſhut up in 1759, _ which 
| ſtep a mortal blow was given to French credit. F 
| Beſides this firſt rwentieth penny, there were five ocher te taxes im- 
poſed, and appropriated during a determinate number of years, 
not exceeding 15 in ſome, 12 in others, for paying off the debts 
contracted in the war ended 1748, and for ſome mn ex- 
pences of government. 5 
Theſe ſhall. be ſpecified in n following general view of this 
branch of the French revenue. 
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„hb gent Second general branch. 


Extraordinary taxes eſtabliſhed after the peace-of Aix-la-Chapelie, 
with their eee CHEE 


ws money. | Sterling tlio. 


livres. . 
The firſt twentieth. a on all ee e l 
F - 23 800 1057777 8 
Ditto upon Agenten c 
chants incorporated 6 Joo ooo 288 888 17 To, 
Pies upon the Jews: - 1 400 888 62 222 4 235 
Total of the ewenticth 70 TOR Tre rudy 
which formed a finking fund q 31 7500000 1408888 17 9: 
' ſhutup in 1759 - - F e ö | 
The farm of the nga NO relais? | 
of: France.  «< 6 ooo o 266666 13 4 
Two ſhillings in the *. of He | on PACT: © 
8 


capitation added to it =- _$5200000 245333 6 
The farm of ſtamp- duties on le- e ; 2607 
ther, and duties on tanners _ 7 
+ baxk} '- i= - 2960 0 131 Fyy 11 12 
The farm of . upon gun- 5 . | 
powder and ſaltpetre - =< 2 988000 132 800 — — 
Two ſhillings in the pound of the a  - 
__ twentieth penny added "| — 3 170 000 140 888 17 9. 
— A pins 200;"6"s 


— aw i 


2 * ä 


Appropriations of this fund, as 
follows: 
1. For paying, during 10 years, a 
part of the 990 millions, of 
— livres, 


car. v. OO AI OOo 4¹¹ 
Fr. money. Sterling ditto. 


ee e as 
ed above on the King's ordi- 


nary revenue, . and bearing an 
— of 65 +a cent. the yearly 


ſum of ec Þ> 2: 
2. To the india ma ln; 


charge of a debt due to them : 
for 12 years - 


3. For paying cles: prizes: of the 
- bankers lotteries every year 


as they are drawn: for 12 years 
4. Towards making good defi- 
ciencies upon the funds appro- 
priated for the war, yearly, 
„ alkpand io. M7 ” 
F. Ditto upon the funds appro- 


 pnaated to the new Ecole militaire 
6. For payment of perpetual an- 


nuities created during laſt war 


7. For making good deficiencies 


upon the arallery and maga- 
zines, during the war 1762 
for 12 years, the annual ſym 


of i 21s; 3 _ On 
8. Ditto upon the article of fo- 
reign affairs - - * 


Total appropriation 55 


— 


livres. 


enen - a ths 


N 


2 000 00 


18 700 000. 
1200000 


14 500 000 


1 800 000 


8 690 009 


$5 690 000 
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This ranch of revenue appears, by this date, to be n ap- 


propriated to certain pur poſes. 
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oi ets ippropriations adheted'1o/it Trance, An could one be 
certam cat debts are actually Aiſtharged/ at the pegzod appointed, 
in cdnſequence of the appropriation for thi purpoſe, we might 
form à better judgment of | the affua umount of the debts of 
France, xhan in fact any man can do-whe: i is not in the admini- 
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Of "this ſeeond branch of taxes T-confider the twentieth pently, 
the two ſhillings in the pound augmentation upon it, and à like 
augmentation upon the double capitation; amounting in all to 
above 40 millions a year, as a reſource which France may have at 
all times, in caſes of neceſſity; although. I do not ſuppoſe it will 
be poſſible to eſtabliſh them as a fixed revenue. They will pro- 
dably, However, a8 matters ſtand, be continued, either in whole 
or in part, until the great load of debes, r coontragted, min 
be confiderably diminiſhed,” te. [SH 
As for the remaining fum, Ahüng from the oſt. len And 
ſaltpetre, theſe I conſider as perpetual; Seeg their nature | 
they are not burdenſome to the people. SCE eee, 
We are not to underſtand that the GAGE ſam of five millions 
of livres, appropriated for paying off the capital of 990 millions of 
the old annuities, bearing 2 per cent. ſtated in art. 1ſt, was in- 
t ended to be applied to theſe capitals, at the rate they ſtand. In 
France it is ſuppoſed that he who gets 20 years purchaſe of the 
intereſt of his debt, is always fairly paid off; and people there are 
ſo fond of reimburſements, even at this rate of making them, that 
when, about the year 1755, a like ſcheme of paying off thoſe old 
annuities was ſuggeſted, it was upon condition that every one 
having, for inſtance, an annuity of 100 livres, ſhould, in order to 
be intitled to this reimburſement, pay to the King 20 years pur- 
chaſe of it, or a0 livres ready money; and that being complied 
with; his contract was to be put into the lottery wheel, with all 
the reſt ſubſoribed for, and if it happened to be drawn, he was to 
receive 4000 livres; to wit, the'2000/he had paid down; and the 
other a0 oO as the value of a capital of W livres, at 2 per cent. 
Done This 
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This every body muſt allow procuzes a facility in 
paying off debts, If the Eogliſh; credizors: could. ;be engaged: 40 
enter into the ſpirit of ſueh reimburſements, government, I. am 
perſuaded, would not apply ſo cloſely as they do, te reduce the 
intereſt upon them: whereby a great diſtreſs comes upon, poor 
widows and orphans, who have their all veſted in the funds. 
This inconvenience is avoided! in France: the poor are cheriſhed 
by the comfort of high intereſt; the ſtate is ſet free; and the 
eretlitors rejoice in Setting wen en in any ſhape, what 
f tt eons Sve end b er 6. end 

The wen of 1756 — out tion the King to think of 
ein: to increaſe his income. Had he ſet out by box 
rowing upon annuities for lives, at 10 per cent. and by mortgaging 
his ordinary, revenue for the payment of them, his credit would 
have been more ſolid, and the plan of running in debt more 
ſyſtematical: but in the end, it would have involved him in the 
terrible dilemma of either making a bankruptcy, in order to re- 
inſtate himſelf in the poſſeſſion of his ordinary revenue, or of 
making him depend more than he inclined upon his parliament; 
whoſe authority is abſolutely neceſſary for laying. a perpernal 
and regular impoſition, which alone. IP a folid baſis of na- 
tional credit. NY, 

He was therefore reſolved, in one way or n W ohe 
impoſitions on the people in the time of war, in order to avoid the 
conſequences he foreſaw from the loſs of his fixed revenue. 

The King's miniſters at this time could not convince the parlia- 
ment of Paris, that in order to borrow money upon the beſt terms, 
it was neceſſary to have a ſure fund for paying the intereſt of it. 

It had been uſual to borrow money, on preſſing occaſions, from 
the farmers of the revenue, bankers, and financiers, as they are 
called, at j and even 20 per cent. They underſtanding the chain of 
the affairs of France, uſed to obtain credit both abroad and at 
home, from people who would not lend directly to the King; al- 
_— they knew: at the time of the loan chat the money was 

borrowed 
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bortowed for his uſe; The reaſon was, that the K ing was under 
an abſolute neceſſity to keep faith with this ſet of men, upon 
whom the credit of — depended : for many ages: and as 
the profits they uſed to e were very great, miniſters knew, by 
a ſort of inſtinct, when iey had gained enough; and im clearing 
their accounts in the uſual way, a e e was left to nn to , 
repay what they had borrowed from others. 
eh the parliament thought, and perhaps rr m that 
in the main it was cheaper to borrow in this way, at 10 per cent. 
ue the Engliſh way, at 3 per cent. becauſe of the great facility 
in paying off the debts which attended it; but this is only a con- 
jecture. That there was however a contraſt of ſentiments be- 
_ tween the parhament, and the miniſter of the finances at that time, 
who had contracted Engliſh ideas of credit, is moſt undoubted; 
and it was this contraſt which brought on the bankruptcy in 2559, 
when the ſinking fund was ſhut up againſt the creditors by an act 
of power. To judge of the fentiments of both parties with can- 
dour, let us then examine the n of eee 2 teen _ _ 
one, and by the other. 
The miniſter, M. de Silhowerre, . to the dang: to Ken 
a ſolid fund of credit to borrow upon, a general ſubvention, as it 
was called, over all France; or in other words, to make the re— 
partition of a large annual payment, over all the cities, en 
villages, and ſuburbs in France. | 
This was to be divided according to the ſuppoſed ele . 
quantity of circulation every where. Every diſtrict was ordered 
to report to the King's council their opinion concerning the parti- 
cular mode of railing their proportional part of it, in the beſt way 
relative to their ſituation. This report the council was to examine, 
and to approve or amend the propoſal en in, e to in- 
formation. 
This was perhaps che beſt, 5 of taxation, if ed . 
chat ever has been en of, for a nation Ig under a regular 
admi- 
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| bilden of mne and accuſtomed to _ 8 . 
impoſitions. c Stnioks 114 
lt removes the inecardiiatvranibenditngs all general cares; > whith 
never fail to affect unequally different places and diſtricts. It ad- 
mits of a prudent mixture of exciſes, with taxes upon poſſeſſions, 
according to the internal circumſtances of every place. It con- 
fines them to towns, where alone all exciſes at leaſt can be levied 
with propriety. It lightens the oppreſſion of tax-gatherers ; ee 
the corporation may employ whom they will for that purpoſe. | | | 
a word, it is a tax adminiftred with all the advantages of a e 5 
This tax, the general ſubvention, after it had been impoſed by | 
edi, regiſtred in a Bed of juſtice September 1759, fell to the 
ground, from the nature of the French conſtitution 3; becauſe it 
could not be levied without a ſyſtematic adminiſtration, | ſupported 
by the authority of the courts of law, to which the mung 
would not give their concurrence, for a very plain reaſon. 
The general ſubvention being very extenſive, and calculated for 
a fund of credit to borrow upon, was, by its nature, of a ſpecies 
proper to become a perpetual tax, as all excifes'are. The parlia- 
ment of Paris ſeemed: to think it agreeable to the conſtitution, 
which they are {worn to maintain, to preſerve at all times in their 
hands a certain power over the King's purſe, in order to prevent an 
extravagant miniſter from impoveriſhing the King and the king» 


- . — 2 r * 2 
— eg 3 8 era 
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dom at once, or running them into the inertricabde confuſion of be 
an infallible bankruptcy. | | | id 

This circumſpection of the partiament was repreſented in ano- 1 
ther light at court; and odious parallels were drawn between what 4 
had happened in Enyland about the middle of the laſt cebtury, and i 


what foon might be expected in France. 

Upon ſuch topics every one judges as he is aſfected. The mi- 
niſter was railed at by the partiament- party, in the moſt virulent 
manner.” Who was in the right, and who was in tlie wrong, upon 
the general queſtion, of the propriety of raifing ſo large an impo- 
ſition, to ſerve as a fund of credit, under a government like that 

| I of 
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of France, I ſhall not here examine. But that a ſolid fund ſhould 
be provided, in one way or other, proportional to the actual defi- 
ciency of the annual ſupplies, and to what could not be raiſed 
within the year, for the uſes of the. War, was, 1 — entirely 
agreeable to principles. 

This the miniſter had propoſed in the ſubvention, thaw per- 
| haps the plan was too great ; and the parliament, when they re- 
jected the propoſal, ſenſible that the exigencies of the ſtate de- 
manded a ſupply of money, propoſed in their turn, as an equiva- 
lent for the general ſubvention, to coin for 600 millions of notes, 
which were to have the ſanction of parliament for their fund of 
payment; but no proviſion was made for the ready circulation of 
them in the interim. 
| Here then is an example where che ſentiments of the bench na- 
tion were divided upon the principles of public credit. And this 
affords a good opportunity of reconciling them, and of conlirading 
the doctrine we have been endeavouring to eſtabliſh. 

The miniſter felt the diſadvantage of the King's borrowing: upon 
a lame ſecurity; he therefore propoſed a ſolid and permanent fund 
of credit for performing the obligations to be contracted with the 
creditors. 

. The parliament, on the other hand, examined the ſituation of the 
people, who, they thought, were no longer in a capacity to pay 

the taxes already impoſed ; and therefore concluded, that it was 
unneceſſary to eſtabliſh any new one. They therefore propoſed to 
augment circulation, by providing a means whereby alienations 
might be carried on, and by that they expected to render the taxes 
already impoſed more productive. 

Both parties were in the right, as commonly is the caſe in ſuch 
diſputes; but they did not perceive how their OR could be 
reconciled. 

Had circulation been facilitated by the eſtabliſhment of a . 
upon true principles, perhaps the taxes already impoſed, might 
have produced a ſufficient fund for carrying on the war, without 
the A e of che general ſubvention. 


3 | But 
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But the: manner pro 8 po } ed l by t the parliament to increaſe gerne 
by paying with paper money, an and not providing a a fund for realiz- 
ing it when it came to ſtagnate, was an expedient entirely delufive. 
The paper would ſoon have fatlen toa great diſcount : the remem- 


brance of the Miſſiſippi would probably have been revived, which | 


would have occaſioned the locking up of the coin; and the kingdom 
might haye been involved i in the greateſt diſtr eſs and bankruptcy, 

The miniſter ſhould therefore have concurred with the parlia- 
ment in a ſcheme for eſtabliſhing a bank: the King might ſafely 
have entruſted the adminiſtration of 1 it to parliament, and even have 
ſupplied coin from the royal treaſury for cir culating the paper. 
But the miniſter, I ſuppoſe, took it for granted, that taxes would be 
paid, providing they were impoſed; and the parliament, chat the 
paper would circulate, providing it was iſſued, 

The reaſonings I have aſcribed to cach par y in this diſ pu te, are not 
founded upon information: they are: only natural conjectures 
which I form from the oppoſition. of ſentunents between men who 
were all, I ſuppoſe, well acquainted w ith rhe ſituation of France, 
and who reſpcQively. 1 took part according. to. the combinations which 
occurred to them. 

The remonſtrances of the parliament at that time were filled with 
an enumeration of diſtreſſes, all of which are the neceſſary effects of 
a ſcanty circulation. In the King's edicts. there is ſtrong reaſoning 
upon the principles of public credit. The candour feel in my 
breaſt, while J examine the merits of this ! important diſpute, wall 
L hope ſerve as an apalogy for all miſlakes in point of exact infor- 
mation. 

The reſult upon the Wee was * ke have, been ex- 
pected. Ihe ſubvention was dropt, and the propoſal of the — 
was rejected by the King. 

. » The middle erm adeptęd by the parties, ſhewed however, I think, 


that in the main the miniſter had been in the right; becauſe the | 


taxes were increaſed and paid: had the, paper been iſſued, the ſuc- 
ceſs, Iam. perſuaded, would not haye been favourable in proportion. 
VOI. UI. - Ha 7 But 
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But inſtead of a permanent fubvention, a zaxiof the moſt odious: 
nature was eſtabliſhed, which, from this wy Hp ns there 
was little danger of ſeeing long continued. 19 59 
n the preceeding year, eiftoond/fwantieth' FINER upon poſſeſſions 
141 been impoſed; to which had been added 2 ſhillings in the pound 
of the taw itfelf; a new poll - tax upon certain claſſes of the people 
in proportion to the number of their ſervants; an additional duty 
upon khie ſtamps upon filver and gold plate; higher duties on fo- 
reign manufactures imported; and 20 per cent. on all former duties 
on conſumption. The ſecond twentieth was to continue ering 
7 after the peace; the other duties for eight years longer. 

Notwithſtanding this heavy load already laid upon property, 
me parliament, rather than conſent to the ſubvention, agreed to 
impoſe a third twentieth penny upon poſſeſſions; and to render 
this tax more productive, additional poll- taxes upon place-men, &c.. 
were comprehended in that edict. Thus ended the diſpute: the 
miniſter was diſmiſſed, and che edict for the general ſubvention was 
withdrawn. | 

Beſides the ical and third twentieth penny, ſeveral augmen- 
tations of revenue were obtained during the laſt war, which I ſhall 
preſently mention, two of which, for their dani I thall kjedly 
explain, _ 

The clergy of France, ſtrongly preſſed by rhe: King Gigs he | 
his parliaments, to give in a declaration of their income, in order 
to be taxed at ſo many ſhillings in the pound, like other ſubjects, 
after many evaſions, at laſt ſucceeded in difappointing the ſcheme. 
They offered an extraordinary free gift equivalent to the two twen- 
ticths, to be paid annually until 1765, and this was accepted. 

The ordinary free gift of the clergy is at the rate of a million and 
a half of livres a year; this they doubled and paid at the rate of 
three millions a year, which we may conſider as two ſhillings in 
the pound of all the ctergy poſſeſs in France; which makes their 
revenue to be about thirty neee nt and! SEG ONE: not. 


far exceed it. ne geen 05 LY | 
Le The 
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The other branch of revenue is ſomething analogous to circum- 
ſtance in the hiſtory of Engliſh taxes: it was called an extraordi- 
nary free gift to be paid by every corporation in France;. Charles I. 
had a very exact valuation put upon all England, when he propoſed 
to levy ſhip- money. This was found ſo correct that it ſerved for a 
baſis to regulate the diſtribution of the ſum of 100 0004. a year paid 
to Charles II. for his courts of wards and liveries*..: |. 

In X like manner the King of France had a very accurate ad 
made of all France, when he formed his edict for a general ſub- 
vention, which had pretty much the fate of the ſhip-money. And 
though the parliament refuſed their conſent to the great ſubvention, 
they agreed to elighlifh the 3 of it in es ah I7 59: which 
0 | | tlg a0 


* Davenant $ ; Ways and Means, Article of Monthly Aſſeſſments. 
＋ This free gift was impoſed upon all cities, towns, boroughs, villages, and ſuburbs, 
un France. And thoſe lying within the juriſdiction of every Intendant were joined 
in one ſum, leaving the repartition of them to thoſe magiſtrares, as the cuſtom is. 
For the generality of Amiens 3 - 153 300 * 
Fot the generality of Orleans ns 336 000 
For the generality of Paris 1578 00 
For the generality of Chalonss 200 900 
For the generality of Poitiers 22865 200 
For the generality of Soiſſns 60 700 
For the generality of Tours «oor pt N N 34434 
For the generality of Rochelle 7 einne 14 


For the generality of Bourges 103 60 _ 
For the generality of Moulin E ii 
For the generality of Riom  - - 463 628, F. 2 
For the generality of Lyons. 2 2 397 454 2 
: For the generality of Artois „ 150 0 5 EVE 
Sum total b itte ved ese 7 en 8 


; - The duties ay: by this ure are to ee upon all care of the People, nobi- 
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This tax; ſtmall as it is, may be of infinite conſequence in times 
; | to come. The great difficulty of raiſing taxes is in the beginning; 
; and if the levying of this trifle in every city, town; village, and 
ſuburb, in France, be carefully conducted, with a view to ſubſe- 
quent augmentations, and if it be properly diſtributed upon every 
branch of conſumption and revenue, nothing will be ſo eaſy: to thie 
King as, by his own private authority, to enforce a gradual dug- 
mentation of it, and perhaps in time to abſorb in it, the whole, or 
at leaſt the greateſt part of the revenue of his kingdom. 

Beſides the two twentieths, and the free gift of the cities, ſeveral 
other taxes of leſs moment were either impoſed, renewed, or conti- | 
nued for a longer term, and then ſold for rating Ann! for the > 
ſervice of the year, viz. 

1940, Five years of the free gift of the clergy of France, amount- 
ing to 15 millions, were paid down at once by that body. 

2do, That of the clergy of Alſace, paid in the ſame WAY for the 
ſame term, produced 3 millions. 

3tio, A duty on firewood, &c. in the city of Paris, valued at 
3 400 000 a year, ſold for 7 years, for 10 millions. 
470, Another duty upon the conſumption of eggs, butter, &c. va- - 
lued at 2 400 ooo, ſold for 15 years for above 30 millions. 
5to, A like ſum got from the farmers general, for allowing them 
to raiſe the price of their tobacco 10 per cent. for 10 years. The 
annual amount of this I do not know. 
6to, And in the laſt place, the third rwentieth penny, which 705. 
duced 36270000 a year, was ſold” for the two years for which it 
was impoſed, for 60 millions. 

Thus, of all the im poſitions raiſed OPUS the laſt war, the ſecond | 
twentieth, and an epitome of the ſubvention raiſed in all cities, 
towns, villages, and ſuburbs, in France, remain unalienated. 

In order to throw all the light I poſltbly can upon the preſent 
ſtate of that nation, I thall next briefly recapitulate the extent of 

the annual ſupplies raiſed for the ſervice of the different years of 
the war, from 1756 to 1762 incluſive; in which I ſhall point our, 
3 0 
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as well as I can, how this third branch of revenue was Nr 
priated. 3 

Idi is in this manner only I can communicate to the reader what 15 

can gueſs concerning the preſent ſtate of that nation. Could we 

know, as with us, the amount of taxes, and outſtanding debts at 

every period, that detail would be unneceſſary. _ 
The extraordinary grants of 1756, amounted to 121 mill : 


5 3777777. ſterling. . 
In October 1755, the farms * almoſt all the taxes were renewed. 


Upon ſuch occaſions, it is uſual for the farmers to advance ſums 
in proportion to the extent of their farms, for ſecurity of the leaſe ; 
for which advances the King, at that time, allowed them an intereſt 
out of their yearly farm-rent of 5 per cent. and the ſums advanced 
were appropriated for the ſervice of the year 1756. Here follow 
the ſums advanced upon the ſeveral farms. | 


Fr. money, Sterling ditto. 
lire... „ ade 
1. Upon the general farms, after | 
repaying what had been ad- 
vanced upon the former leaſe, 
nett into the royal treaſure 40 ooo ooo 1777777 I5 62 
2. Upon the farm of the _ of T5, 


France = 0 - 3000000 133333 6 8 
3. Upon the farm of ba PEN | £7 
upon leather - - - 1000000 44444 8:10; 
4. Upon the farm of the Wale 1 00000 44444 8 102 
5. Upon the farm of duties on 
gun- powder and ſalt· petre I 000000 44 444 8 102 


6. The farm of the market of 
Poiſſi was ſold for ſeven years, | 
for „moese 6666060 22s 

This. ſum was the price of the to- | 

tal alienation of the duties col- 


8 
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e Fr. money. Sterling ditto. 
1 lirres. J. 8. d. 
Wut cer eee, Ae 
lected in that market for the . . 5 : 8 5 Ss Sl ene 
whole time; which duties ſhould _ 85855 3 
be marked as a branch of reve- 
nue; but as the annual amount 
of them cannot be aſcertained, 
it is here thrown in as an extra- 
ordinary means of ſupply ariſing 
from the ſale of a tax. | 
7. Beſides thoſe caſual ſupplies 
from the new farms, there was 
levied this year, for the ale of 
five years revenue of the free 
gift of the clergy of France, to | 
1761 excluſive - 1 000 009 666666 13 4 
8. And for that of Alſace. - 3 oo 0 133 333 6 8 
9. Raiſed by a lottery, for which : - 5 | 
the annual ſum of 3 800 000 was 
ſet apart for 11 years = 
10. And for the ſale of the duties 
upon firewood, &c. in Paris, for 


32 000000 1 422 222 4 52 


7 years - - io ooo o 444444 8 107 
Total extraordinary ſupplies for { 1 hal Sher 78 5 | 
1756 # E 4 1 9 5 377777 55 57 


The ſupplies for 1757, amounted | 
to 136 millions, { 6044 444 ſterl. 


1. Two lotteries, for which were 
appropriated, for the firſt, 
3 809 000 during 12 years ; and 


7 85 1 for 


ear w. or POLYTICAL Of CONOME, | 4 


14 


for the ſecond, 4 £00 000 during 


11 years. Theſe ſums were an- 


nually to be drawn, and paid 


every year; for which was paid 
to the King, for the firſt, 36 mil- 
lions; for the ſecond; 40 mil- 


lions; together - 


2. The ordinary revenue was 


charged with- 6 millions of. life- 


annuities, at 10 per cent. ſold for 


136000000 


Fr. money. 


livres. 


76 000 000. 


60 000 oo 


2 —_ 


Sterling ditto. 
L a4 


3377 777 15 62 


2 666 666 13 4 


— — 


6 o44 44 8 104 


The ſupplies for 17 58, amounted 


to 135 millions, ( 6 000 ooo ſterl. 


1: The firſt was a loan' of 40 mil- 
lions, upon a perpetual annuity” 


of 5 per cent: propoſed to be paid 
off by way of lottery, at the rate 
of 3 200 000 yearly = 


* 
— * 

»—ia- ras 
1 


40 oo 000 


2. The King obliged thoſe who: - 


have hereditary offices propor- 
tionally to purchaſe additional 
. ſalaries, to the extent of 1 mil- 


lion a year, at the rate of 20 


years purchaſe, or forfeit what 


-they had  — . = 
3. The additional 10 per cent. upon 


the price of tobacco, was ſold 
this year to the farmers, fo 


Carry over 


20 O00 oO 


30 000 000 


90 000 000 


— 
—— — . ———— — 


1777777 15 62 


888 888 17 9 


1333 333 6 8 


3 999 999 19 115 
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Brought over 


4. The ordinary revenue was 


Fr. money. 
livres. 


9 0090 000 


charged with 3 6-0 000 livres, 


| life-annuities, upon two lives, 
at 8 per cent.; ſold for the ſum 
of =. 2 2 «Pp 


The {ſupplies for 1759, amounted 
to upwards of 194 millions, 
ir 8 652 923 ſterl. | 
. The firſt fapply for this year 
was the epitome of the general 


45 000 000. 


Sterling ditto, 
bo * © 
3.999.999 19 11; 


a ooo 000 — — 


135 ooo 000 


7— h 


_ — 


$999 999 19 114 


n 


* 


ſubvention, called an extraordi- : 


nary free gift from all the 
cities, towns, burgs, villages, 
and ſuburbs in Franſe 


3 690 786 


2. 3600000 livres of perpetual 


annuities, borrowed upon the 
general farms, at 5 per cent. un- 
til reimburſcment, fold for 
Theſe are called the contracts 
upon the farms; cach one 
thouſand livres capital. 


72 000.000 


3. The free gift of the clergy, for 


. five years from 1761 incluſive, 


ſold at once for 1 


wry The ſecond twentieth. LP 


produced for this ear 


e 


Carry over 


16 ood ooo 


35 000 009 


Fw = 8 


126 650 786 


* * . 4 10 


164 034 18 8 


Z 200 GOO — 3 


711111 2 2 


Yer l 1; 
CELESTE MILD 
S 


5 630 70 11 114 


Cnar. VI. OF POLITICAL OECONOMY. 425 


Fr. money. Sterling ditto. 
livres. IJ. 
Brought over - 1266909786 5 630 701 11 112 
75 Sold to the magiſtrates and Fg 
heads of colleges in ſome towns 
in Flanders, fome branches of 
their own taxes, for = 8000000 355555 11 
6. The ordinary revenue was 
charged with 3 millions of an- 
nuities, called tontines, fold for 60 ooοοοð 2 666 666 1 


194 690 786 8 652 923 16 5 


The ſupplies for 1760, amounted 
to above 251 millions, Z 11 186 6 430 


ſterling. 
1. The Paris-duties above men- * 
tioned ſold for 15 years - 30283 900 1 345 951 2 21 


2. The 3d ſhilling in the pound 
ſold for two years, fol- 
3. The 2d ſhilling po this 
your . = - 
4. Raiſed by aw annuities, 
at 3 per cent. ſecured on the King's 
ordinary revenue - 60000000 2666666 13 4 


72 340 0000 3215111 2 24 


35 000000 1 55S ss 11 12 


Carry over . 197 623 900 8 783 284 8 10. 


* When the bad Se of ſhutting up the ſinking fund were diſcovered, the 
King opened ſubſcriptions, ſuch as were the fentines of the laſt year, this of 60 
millions, and one the next year of 30 millions; in which the diſcredited paper was te- 
ceived, in part payment of the ſum. This I ſuppoſe is the reaſon why the ſupplies of 
1759 and 1760 appear ſo high, and alſo why money appears to have been borrowed 
at fo low a rate as 5 per cent. o__ tontines, and 3 per cent. on article 4th of this 

VOL, Il. . „„ | | year ; 


42 Þ *$2© Brought o r a Lords 783284 8 19; 
F. The free gift of the cities, &. 3 W 8 164 034 19 62 
6. By a lottery at 5 per cent. where dS 18 Fort 10 


7. Borrowed from the officers of 


The ſupplies for 1 76 , exceeded 120 
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onib gail rogge Fr, money. Sterling. ditto. 
b 48 4 | ory livres. So 8. d. 


the diſcredited paper (the pas I i, DOG N 
ment of which was ſtopt, wen bi 04 
the ſinking fund was ſhut up i??? 
1759) was taken in payment for 1089 

one half, was raiſed 0c oo οοð 2222 222 f 


Min 


14 
14 


the town-houſe of Paris, at 5 per 
cent. ſecured on the offlinary re- 
_ ee - - 380 odo 16 888 17 * | 


7 k L 4 4 { 
. 7 „ of as an. een * n 4 — P 


251 694 687 11186 430 10 452 72 


PO "uy 
9 — — 


* 1 
1 


millions, L£ 5 364 034 ſterl. 


1. Charged upon the ordinary re- 
venue, 200 000 livres a year 
upon lives and other annuities, 
at 10 per cent. in favour of the 
order of the Holy Ghoſt, fold for 2ococ 88 888 17 3. 
2, Borrowed on the duties upon 5 
leather, at 3 per cent. - = 30000009... 13333336. 8 
Theſe were the annuities _ : 
which were ordered to be 1 


o f * 


— D — 


ms 


Ca | e 11 111% 1110 _ l DIW9G 
rry over 2 0Q0 000 22 222 
; 10 182.00 SM WY, I +4 51875 55 


year decauſe the intereſt of that part only dich was paid in ſpecie is ſtated a bot the 
e e re 1 ane mw 3 out of the firſt ty en- 
eth. \ \ VOT7Y "i 


nf VI. r ee eee, 421, 


ob anton TY9n0m .t'1 Fr. money. Sterling ditto. 
1 : 20 livres. J.. 
61 8 - Brought over =" - 999099001 HI 4 32 
x e ee after the peace 211190 9111-30-11 l 
of 1763, at 20 years PUT3 iv W: 16 91701 6 0 
chaſe; and which, 1 meren MH} 1906q 900919011 
poſe, had been ſubſcribed, , - ,, 
for, partly, in diſcredited . ew BI 12 
Paper. OL nme £11 22463} PEW 97 
3. Charged On the 88 reve- DIST EE Heil 
nue, 4 millions a year, for W role; not ts as 
nuities at 8 per cent. upon tua i ie Se 
lives, fold for: Foo o 2222 422 4.57 


e 


„ 5 82 000 000 3 644 444 8 105 
4. Beſides theſe ſums, there was 
the amount of the 2d twentieth, 
and the. ſmall ſubvention, or 
free gift, which continued to bbtte e 
applied to the current ſervicſe, 
as they. had not been ſold Ws 1 


inde 5 - - 38 bag 787 1 719 599 10 8 


* 


* 


»; 1114; =} 7 i 
Total _ 120 Gan 707. 5364 034 19 6; 


» 5 2 
un _- — 
A * 7 ” : 14 * ws 4 : Py 
, * * : f 1 3 4 N + * 


The ſupplies for 1762, exceeded i 59 | an 
millions, £ 7 076 923 ſterl. N 4.4 16 node 
- The farms which had been let, a 

in 1755, came to be again re- om Oe 
newed this year; from which 
aroſe a ſum for the n ot 
eee el ND wlll DIE] C68 „ 10 83 200 0 5 3 697 eg s 
1% fin} 0 To fie #8 (378 nd eee | | 
h * Carry over - 83 200000 3-697 777 15 Gb 

11 


$88 AN INQMIRY ONTO THE PRINOTPLES BookTV: Pig 
aslq 913. 09 ganthTo22s Ho bing 155Frpmbney! 01:Bterling ditto. 
qt eg % - nat eng d 9m og ren g 101, owok, bd. 
E ILO 287 ee Brought over 83 20, 3-697 777 15 62 
2, There was no borrowing chlisesesesee e Sto 
laſt year of the war.” The ſe- $9129 UU 1231 IH 50 7 135 
veond twentieth, which never had tut reh Mold OAT bn 
been ſold ; the third twentietili m  95ctnrt 
which this year became free, s ORD 
it was impoſed a-new for twůuwůũe PPT 
© years more; and the little free F IT: * + 1571 
gift by all the towns of France ni AS og! 
made together an additional e een le 


ſum fi 76% 3379 146 f 92 
rene 7 976 923 17 45 


nd 


* Ref = w 


Recapitulation of the ann. of the ſeven years nf — war, * 


edis [20 deo no; Fr. money. Sterl. ditto. 

Tw ET Rs ELIE livres. 5 
For 1756 - — 21 o οοοοũ 5377 778 
For 1957; - — 136 O00 000 6 044 444 
For 178 - 5 -  » ' 135 000000! 16000060 
For 1759 - - - 1909469 786 8652924 
For 9 = | 26% 580 3 
% | the 380 25 -- = -, 120690787 5365034 


For 1762 —— — —- —— 1 5 159 230 787 7 076 924 


: ; ES EA 3 LI) 14914 — — ——— ——— 
7 e Bs 4 Total 4 z - 1 1 18 307, 047 49 193635 


a „ eR-__- ua Hs $4 19 4 > . — 


Raving gathered together, rom kit beſt Mforntation can, che 


amount of all the extraordinary ſupplies raifed ifi France, for the 
ſervice of the laſt war, let us Tuppoſe, that at the pea; o Part of 


— — 000 03 > C 200 900 801 « 10 131463 * III 101 229119310] 21 7 
8 The Sterling money, in this recapitulation, is reduced to the neareſt integer, 


negleRing fraction of a pound 
0 2 1. * - *> 4% *%g5 I; 58 3 4 a 8 5 =, 3 [ 


2 YT16-4 


19% 


any 


r A ap 
any Capitals-borrowed:had-/been paid off, according to the plan 
laid down for that purpaſe at the time of contracting. Let us ſup_ 
poſe; I ay, that all-the lottery funds and life-annuities, as well as 
thoſe annuities which were intended to: be paid off by way of lot 
tery, ſtood at their full extent, without diminution, at the peace, 
and then calculate what ſum of debt en have maine bo on 
France in conſequenee of the wa. BBY n 

As for the ſums raiſed, either upon renewing the farms of the 
revenue, the amount of new taxes impoſed, or ſuch. branches of 
them as were ſold at once for a ſum of money, they remain no 
debt upon the King; and are therefore to be conſidered (as they 
really were) extraordinary reſources drawn from the peoples wich- 
out 11 cure to credit or borrowing. 


n 1 
421444 


Fr. money. Sterling ditto. 
. A livres. L 5. 
Theſe ſums collected from the 5 
above ſupplics, and laid to ge: 6am ag P 
N amount to — 520 926 948 23152 308 16 — 


let us then Sno n whole of | | 

the ſupplies as above 1118 30) 047 49 702 535 — — 

And from thence deduct the ex- | | 
traordinary reſources drawn 
from the people, as above, to 
W fo 75 3 23152 308 16 — 


6 
> : TY 


— 


There will remain a capital of 
© borrowed' money | den . $97,380 100 26 560 226 4 — 


. -_ 


Of this the 3 3 | 13801 f 159 AE 
Fee 18 11011 5111 is Yo % 
born a capital of, „ 1 990 900, 9 A 8 185 


The lotteries form a capital of - - 108000000 4 800 00 — — 


955 u Domo och 00 byubst ei ,noms vg): r a2 2 


rar Carry over - 325 008'060 "4444 444 s i; 


W 2 „ 3876 THE, PREN UPLES bor . 5. 
cn 1619079 fg r . ditto, 


5 livres. d. 

9 9 e Modi rer — 325 000 009 | e « 104 
And eee a ca- 

„ 1 5 0 36 % 12 10 hi is 


; T4 F "7 Ty 
2221 180 Oc 
* 


ka all, Nea - - o ele 26550 226 | 4. 4 


— 


5 us next fee the amount ok annual payments _ow diſcharging 
either the capital. or the intereſt. | 


Fr. money. Sterling ditto. 
lvres, hb S., & 


' 6 hd 


| For the life-annuities until extin- 
- guiſhed, acc of the ordi-: 990010 Wor art 10. 
ar y revenue 1 991811 * 16 200 o (10 LUO + AT OLI 
To: diſcharge he an $01 d 170 6 fr" 
12 years at moſt ib, 919%! IT 606008 7 S1 11 112 
er ang 
all at 5 per cent.; indlne 13. 619.000. | ally 288 17 9 


— —-ʒ 2 


| . Rid 1619099 u x 
Annual ſum of intereſt <= =< 41419000 1 1840844. 8 10x 


1141 14 


nad 


Let me now draw up a ſtate of the taxes raiſed for defraying the | 
expences of this war. In that I ſhall only comprehend ſuch ar- 
- ticles as exiſted at the peace, unſold: as for the other, we may 
conſider them only as expedients'for raifing money for the current 
ſervice; but which, in time to come, may ſerve” to augment che 


V3 © NU 128 11000 01 
revenue. e - ur 50 12008 
8 Her! 0 00 Oh — | - Nn 


Hoi qaꝓuiqq 2009%91 86 & 91911 
e10w-1916W 2111 qu 4019992 101 


8 Oo ilee$ 75. QOO COLT : . 2 0 16707 2111 11g 16 
OO NN eee. „% 2 — —— —.ͤ̃ OC f T - d 
boo OþJ G2. » 1970 TTI&R2 .. | | 
44 wt * ; y 


R 


one" er LertrtetE BEGONGNE" e 
A. branch. | 


.onihb nie 


40158 eb bebt -000 000262: » e ein ditto. 


„ 2 liv 8. seg 8. d. 


1 The 24 | rwenticth, never alien- 2 40 late 


= Wn „ .» 46 oa0000. Igcecer in as 
* The zd twentieth, impoſed for += avcdaen ls mt 


the 1e years 1 762 and 1763, not > 
_ alienated - - 30000000 1333333 6 8 
3+; The free gift of the gie banane ac ad aan al 
towns, &c. never alienated = 3690 786 10 en oa 8 


— 


8690 787 3 052 923 18 > 


reer IT 377 Tot 

Let me now 5 to the n brunch of tares, r of 
money raiſed upon the people of France: 1, To the profit of the 
farmers: 2do, Towards defraying the erpente of collecting the 
three foregoing branches of revenue, which amount to about 


403 millions: And 3tio, To pay what is Bene ro . 


n wühin the W e here to be ſpeciſied. 


Fourth general branch. _ 
Fr. money. Sterling ditto. 
livres. | # & vs 
* Firſt then, the net profits of alt; H dd web w 
the farmers of the revenue are „Ein we) 
calculated to amount to about 7 . 18 7662 222: _ [$3 


2, The. expence of lexying all, me 3 2% vico mad 19bitno? 
revenue is calculated to AMAUNt ng 3 1d i191 
io about 10 per cent. of the whole; 5 | ION 
mae - 8888 40 300000 1791111 2 22 


3. There is a revenue appropriated 
for keeping up the water- works - . 
at all the royal palaces - - 1200000 83 333 6 8 


bur Carry over 38 740 0 2610666 13 32 


432 AN water neo —— | Boor- 


ee 34! pus alen ban — ence 
. 4 Hg A 0 4534 5: 47.577 | le obs 34 2: d. 

an dw” 86 ee, a bi 666 "—_ * 
: te to KY ae St. Cir, and 5 


che bete! milie 7300 00 3 a ef 
There are taxes impoſed for map: TERRY ns "oP «4 +. 1823 
clothing the militia, to the a- ce ob acct 20G apowf 
mount of . - 306000 168 388 17 97 
$4 4 2 1 1 


All the towns in rad have par- 4 
| ticular bi branches of taxes appro- 

priated to themſelves, for pave- 

ment, buildings, &c. and for 0 W 
maintaining the rt ; which | 


amounts to OY 15 000 o 666 666 13 4 
And the duties leriäd in the tours OHA Yr ee ol alt 
of law for ſentence money, W. a7 io Rh LES on 
luments to the judges (epices), I RE , 
and expence of 4 es he 3 EY. „ 
vaſt ſum of 1 27 O00 ooo 1 200 oo — 
.- N 


Til 111 840 O0 4970 666 13 3! 


WW 


' Formerly, all the officers of the courts of juſtice had falaries paid 
out of the King's revenue. Theſe were inſenſibly diminiſhed in 
every reign, and thoſe court- fees were augmented in order to fill 
up the void; from which the greateſt oppreſſion enſues.” 

If to the fum in this laſt article we add 22 millions above tated 
as a charge upon the ordinary revenue for ſalaries to firſt preſi- 
dents, &c. and other expences of the law, we ſhall find that the ar- 
ticle of juſtice alone coſts near 56 millions of Tivres, a year, to the 
public. The greateſt part of this ſum ſhould 'be'confidered 45 the 
intereſt of money borrowed by the Kings of Fraffce the capitals 
whereoFare ſtill outftaning.; and if the capitily*w Od off, a 
great augmentation of income would ariſe from it., But the bad 

# & # -- 5 1 footing 


* 
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footing upon which their credit ſtands, renders even this burden 

expedient on ſome occaſions; becauſe the King can oblige all thoſe 
who have ſuch hereditary offices, to 1 1 ___ an Jie. 

ration of their ſalaries, b 

Jo conclude this enormous 3 Genen nid bn et 

Joun of France, we muſt not o laſt eee nn ee, 

: ng RI _—_ following: #2 | 


Fifth h general branch. | 
: Fr. money. Sterling ditto. 
„„ = wor th . d. 
1. What is paid for bulls, diſpenſa. 

tions, baptiſms and burials, ' OE 
the pope, biſhops, and inferior n l 
clergy, very ner | 109000000 444444 8 102 
2, For the ſupport of hoſpitals, 4 JJV 8 NAA 
ſort of poors rates 11 500000) ir 2 25 


3. To branches of impoſitions, of 
various kinds, belonging to pri- 
vate people, peers of France, go- 
vernors of provinces, and officers 
of all the royal juriſdictions 
within the Kingdom - 20 ooo ooo 888 888 17.9% 


: 
15 * — 4 1 


; tug} | 40 — 1844 444 8 167 


4 1 


| General recapitulation of all the money raiſed in 3 8 by public 
| 4 AIR for whatever purpoſe employed, 


| Fr. money. Sterling ditto. 
at wats tat Med „ e * | OS „ 
1. The King's ordinary revenue s * 
it ſtogd. at the peace 1762 238 300 000 12 546 666 13 4 
2. rr + W and 
u che peace 7s une 52.388 960, 2326133. 6 8 


at uke cha puer. — 334638 b 14872800 o 
*VOL. 1. | Kkk | 


f 4 IT 1 


: * HA 20167005 (91 (hy 


n AN INQUIRY INTO THE PRINOIPIES Boow1V; Bay. 
ni Ba No I , Er. money. Sterling ditto. 


ON TE 8 ei F  vves. A 6:1: lea 
Bug over eee en nee 9 
3. The a ieee . revenue raiſed | n D157 


on account of laſt war, and fſoe r nad 
the payment of debts then co ß on on ant 
tracted, not ſold at the peace 3 . 17 (1 
| + The expence of raiſing the taxes, | 
and emoluments of the farmers, 
. with other branches perpetually 
2 appropfiated for defraying re. | G91 tid al” 
gular expences —- * 111840 4970666 13 4. 
6. Taxes paid to the church, poor, e 115 DE] 
and private perſons = =" 4r500000 1844444: 8102 


118 


18 1 


Sum ca aſe annually 1 85 ss 668 787 23 740 834 19 67 | 


3 ” 


2 — „„ — . 2 
— * J 


Te «#4 r +>, 10 BE 


Charges, or approprations of ite 7 
1. Charges upon the ordinary SIS 


venue per lift above ph 236050000 10491111 2:2: 
il Ditto upon the ſecond general N | 210411 
| branch per ditto. r 35 690 o 2475111 2 2 
3. Ditto upon the third general be 
branch for lotteries and perpetual 
annuities conſtituted. during t the 
War:; the life-annuities being Os 
already charged in article iſt "12s 219 6601 set e 101 
4. Ditto upon the fourth general | 27 0091 3s 1994 et you 
branch totally exhauſted inde | 111 840 % % 49766661; 4 
S. Ditto upon the fifth general 270130 ani bon 


; i 3 9 


a ditto. ET LON 41 500 0% 81 844444 WTO 


1100 OI 991g9h vas nt. er lights of 


147 


5 f T x 4 . 0 $ £ 5 * A * x ® © * 5 j 
x & F I L447 3 3 3 1 3 I 
144 } FL1 1 


Carry over © 15 cs 4 299 o 1 
Fr”, OP, gow , | , . 


cue o PORITI QAH o viA as 


03K Sui dee Fr. money. Sterling ditto, 
n ill fiene. „„ 
9 0 See eech 20 902 177 15 6 
There remains eee eee en 1 t erben DZ Ar 
for all extraordinary expences [1;;;; 1; e An 0 11410336 £66 
_ Nate, which compleats the ſuunn unn 


oral af what is raiſed in France 22 deere — Bo — 
556 668787 24740 834 19 6 


OO WS TT *** — 


610 I: 7106 


In this light does the "A of the French. affairs appear, | from. the 
ſketch I have. been able to give of it. | | 
lad the ſum of 86 millions, remaining as unappropriated atthe 
peace, been any way ſufficient for paying off claims which have not 
appeared upon the ſtate we have given, and for all extraordinary 
expences, the credit of France would not have been fo low as it then 
was, and ſtill continues to be. POT, 
The expence of a kingdom muſt SOA. exceed the amount tor 
all regular and permanent income. 348115 
At the end of a war what great ſums of Jebig unprovides for are 
conſtantly found! Taxes alſo, when ſtretched as they were, and 
impoſed in ſo great a proportion upon poſſeſſions, in reſpeck of 
what was raiſed upon conſumption, muſt always diminiſh in their 
produce; but the expence and charges n never fall ſhort. This i is 
more eſpecially the caſe in a country Where A credit i is 5 not eſta- 
bliſhed. ts. 
The conſtant 8 for want of money to carry on ial 
tion in the time of war, is a proo! of i it. "When peace returns, and 
money is kept at home, then all taxes are regale paid in France, 
and half the burden of them is nor felt, Uihodght they be' more 
productive than before. ents 
As I ſaid in ſetting out, . 90 1 not pretend 'That the account 1 bade 
given of this dark affair, is in any degree ſo correct is to fatisty a 
rrench miniſter; but it is a rough e which contains the ge- 
KEK 1 neral 
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Herd ſtatè of their affairs ; andi ii it ba vrch afy;man's-while, whe 
is better informed, he may correct it, and thereby bring on a- fart 
ther inquiry into the true Rate of the, guefſtion. +. !!;., 21; 301A 
What intereſt a nation, Which is not in an actual, ſtate of hank+ 
ruptcy, can have in concealing its afFains, cannot find out. Ho- 
much more then is it not the intereſt fa mighty kingdom, Which 
_ poſſeſſes: ſuch amazing reſources, to expoſe its fituation. in & fair 
light to the world, to which it muſt, upon all ne have re- 
cdurſe for aſſiſtance in point of credit 
Of the many branches which compoſe this 8 national revenue 
of above/s 50 millions, there are ſeveral articles which muſt of ne- 
ceſſity be cut off, ſo ſoon as the debts are brought into a regular 
torm. The double poll-tax is moſt oppreſſive on the paoxer, ſort, 
and'therefore was impoſed only for a time: the three twentieths, 
as tliey are levicd, are m0 dels to upon the higher ales of the 
people ot io of of mots 1 5 b offer 
Theſe :four articles te eee e to I x6. pore OREN If we 
deduct this from the revenue, as we have ſtated the account of. is, 
it will nat only exhauſt the balance of 85 millions, but it will create 
2 deſiciency, upon the whole, of zo millions, which can only be 
compenſated by diſcharging a eee part of the burden of 
dchts, while thoſe branches do ſubſiſt. wb 1 
But then the ſame: reſources, are * ai every new emer- 
| gency ; and as they have now begun to be follafiey. ha Pallby 
more eafily: paid at another time. . 
Beſides, what an acquiſition will be 8 to o the 1 revenue by the 
ext inction of 16 millions of hfe-annuities, and by; the expiration of 
© many anticipations of taxes for terms of years}; Cl! 0 
On che other hand, it is not to be ſuppoſed that the King will 
continue to demand of the clergy, above 1 509 099) livreg a year, ox 
one ſhilling in the pound upon their benefices. That body is be- 
coming daily more and more indebted, by the practice introduced 
of late, of making payment of their free gifts to the King, by bor- 
rowing the money, inſtead of paying every one's proportion out of 
7 his 
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dis beneſice. This in timo mdy oblige: them to accept of penſions 
for their benefices,/atid to make over their revenue in tithes to the 


King: they will, at leaſt, in one way or other, become ne, c 


His Mercy, and at that of their own-creditors/ s. 
Before I conclude, I muſt = ef; 1 the method of 
Ievyitig tHe taxes in France: 1 101 a5 


The moſt general diflkiburion I can 4 or bee. 1s 10 reiz bs 


under four principal heads. Thi 
The firſt comprehends the + W to eie ml 

landtax, the cap:tation, or polktax, and all the twentieths. Theſe 
are adminiſtred by the intendants of tlie provinces, who both 
make the diſtribution of them upon the ſubjects, and who levy 
them by officers under their direction; and for the expence of levy- 
ing, is ſuperadded to the taxes, 10 per cini. upon the whole. When 
they are collected, they are paid in to the receivers general at Paris, 
who deliver them in, and account for them to the royal treaſury. 


"The ſecond comprehends all the taxes which are farmed. The 
farmers are veſted with the King's authority for raiſing the duties 
jet to them, according to certam regulations; and as they are obliged. 


to keep open books, the expence of management is known, and at 
every new leaſe a reaſonable profit is allowed to them over and above. 


The third branch comprehends all free gifts of determinate ſums 
of money, impoſed according to certain regulutions ' preſcribed to 


thoſe bodies politic who pay them; into wich may be compre- 
henged. nada (AXES _ the clergy becauſe ha _— them them- 
ſelves. / 1 27111 59 5D 50 lr nom LODI {i 
The foutth e 6 whicts/iho King cabins 
of the ſalaries he pays. ''This'needs nd explanation: 

What farther” obfervations 2 be made on chis head will fiod 2 
n neee of taxes. Ik 01 30d lo bin; 
24 2: Jod 1&1) nnd 1:97 . qq Diigo; ai) 
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Cmperative View ” in Mu Dubin nd qua. of Gren- 


Britain 40 France. 17 Os ii voi 


ks 8-7 


N comparing che ſtate of credit i in he two o nations, YT Act 


obſerve, that it is not ſo eſſential to compare the extent of the 
revenue of both countries, as the reſources they have for a 
| - _ extraordinary ſupplies in caſe of need. 
| ,, Whatever be the permanent x revenue of a ſtate, we may be very 
certain that the exigencies of it will be in proportion 3 and when- 
ever any extraordinary expence is to be incurred, it muſt be oy 
| vided for by extraordinary means. 8 
n examining the ſtate of Great Britain and France, we have 
| found this obſervation veriſied. If the expences of the year do no 
5 more than abſorb the reyenue of it, and if the ſinking funds appro- 
Fa. priated for paying off incumbrances be b applied, oy 
| Rate has no reaſon to complain. 
This diſtribution evidently points out how neceſſary it is not to 
confound thoſe branches of revenue which are appropriated to 
Nate expences, with thoſe which ought to be ſet apart for the pay- 
ment of debts and intereſt. This however I eee is too 
| much neglected in both kingdoms. | 
| If times of tranquillity be not made uſe of. ro ) diſengage whole 
| funds which neceſſity, had opened, it cannot be denied, that fu- 
ture exigencies muſt then ſeek for a ſupply From, reſources as 
| hogs undiſcovered. 3-969 
| That nation, therefore, which has. certain branches of xevenue 
| | = aarmant in time of peace, has the ue an, in doint of ne. 
ces. ion sud. LOOT 9141 Mit 5991 
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In his zeſpett the advantage hitherto has lain on the ſide of 
France; ſhe has had her dixiemes, vingtiemes, and double poll-tax, . 


which have never been impoſed except in caſes of neceſſity. 


But on the other hand, Great Britain has a noble and opulent 
branch of permanent taxes, which compoſes her ſinking fund. 
Mene this employed in times of peace, as it ought to be, it would 
prove in time of War a more ready fund af credit than any France 


can-boalt of. 

Thoſe extraordinary reſources of: inane: cannot be mortgaged. 
They are ſupplies for the current ſervice ; but they are no fund pf 
credit. Whereas the ſinking fund of Great Britain is always ready 
in the mean time to ſupply urgent demands. While this ſubſiſts, 
there is no danger of being abliged to break faith with all the public 


creditors, upon a demand for a million and a half ſterling, as was 


the caſe with France in 1759. The one reſembles a credit in bank; 
the other the rents of a great eſtate. The ſinking fund affords time 


to raiſe new ſupplies, in proportion to the debts contracted ; and 


if theſe, when new, and raiſed in time of war, prove ſufficient to 
anſwer the intereſt of the loan, they will probably do more as they 
continue toibe levied, and upon the return of peace. 


One very remarkable difference between the ſtate of credit in 


the two nations is, that in Britain the object of attention is the 
rate of intereſt; in France it is the ſpeedy repayment of the capi- 
tal. The great care of a Britiſh miniſter is to ſupport the price of 
the funds: the meaning of which is, to keep the intereſt of money 


low. Did not the price of the funds regulate the rate of HONEY: 


the ſtate would be nowife concerned in the price of them. 

Now the credit of Great Britain is ſo ſirmly eſtabliſhed; that ſhe 
may command etl at all times, nn ſhe Wall us the in- 
tereſt required. | 

The caſe is totally different in France. Her eredit Wer well 
eſtabliſhed ; that terrible Miſſiſippi- monument, of near a thouſand 
mibflb, Randing fixed upon the ordinary revenue to this day at 
2! per cent. firſt reduced from the moſt exorbitant intereſt, by ſue- 
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ceſſive acts of power, after the late King's death, and afterwards 
from a moderate intereſt to 2; per cent. in the year 1720, is reaſon 

ſufficient to deter monied men from 8 to France . ** 
petual intereſt. 

In borrowing upon life-annuities at 10 per cent. el upon lotteries 
at nearly the ſame rate, for 11 or 12 years, France obtains credit 
for large ſums. She alſo borrows with tolerable ſucceſs at 5 per 
cent. when there is a lottery-clauſe put in, which ſtipulates a large 
ſum to be annually paid for extinguiſhing the capital. The reaſon 
is, ſhe is more punctual to ſuch engagements : they remain con- 
ſtantly under the eye of the public: the ſtock-holders conſider their 
money as conſtantly coming in; and any interruption in the pay- 
ment gives a general alarm. But when funds are ſettled at per- 
petual intereſt, people loſe ſight of the capital altogether. The 
contracts by which they are commonly conſtituted, are not fo eaſily 
transferred as other funds: in a word, it is not the taſte of the 


French nation to lend their money in that way, and far leſs the 


taſte of ſtrangers ; and the reaſon is, that as matters have hitherto 
been conducted, it has by no means been their intereſt, 

Before the commencement of rhe late war, no ſecurity in France 
Vas looked upon as better than the actions of the company of the 
Indies. This was a fund of perpetual intereſt. They brought in 
to purchaſers little more than 4 per cent. and every body wiſhed to 
have them. Every action bore a dividend of eighty livres a year; 
and the action itſelf ſold from eighteen to nineteen hundred livres. 
The war had not laſted four years, when the dividends were re- 
duced to one half, and the capital fell to about 700. 

In ſhort, all perpetual funds in France, whether upon govern- 
ment or company-ſecurity, are very precarious ; and while this is 
the caſe, we may 9 chat the credit they are built on is preca- 
rious alſo. | 
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cane, cue of the Extenſion of Credit, and 2 S 


of Debrs. 


A IN G applied the principles of public credit t to the tate 


BEES. 


intended 8 to ſatisfy 2 general ene which mankind has, 
to know a little of every thing. Although they may appear ſuper- 
ficial and incorrect, to perſons thoroughly inſtructed in thoſe mat- 
ters, they ſtill. are for our purpoſe ; which is only to take them as 


ſomething approaching nearer to truth than bare fuppoſitions can 


do; and, they ſufficiently anſwer the purpoſe of illuſtrating. the 
ſubject we are Wal 
I now proceed to inquire what may be the conſequences of rhis 


mighty change produced upon the policy of induſtrious and 


trading ſtates, from the eſtabliſhment of credit, debts, and taxes. 

I have, from the very beginning of this inquiry, occaſionally 
taken notice of the influence that ſuch a change muſt make upon 
the ſpirit and manners of a people. The lower claſſes, who are 
low .in forming combinations, do not ſoon comprehend the neceſ- 
{ary conſequences, of ſuch revalutions. Even miniſters have been 
often at a loſs to judge of the conſequences which miglit follow 
upon ſome ſteps of their on conduct relative thereto, although 
taken upon mature deliberation. 

When public credit is employed for raiſing money upon a plan 
of refunding the capital, either by uniform W al payments ex- 
cceding the intereſt, or by funds eſtabliſhed for ſinking the capital, 
no contingent canſequences can happen, providing the plan be 

. E | executed : 
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executed: the debts oontratted will be 8 and matters _ re- 
turn to their former ſtate. 

When public credit is * for! 5 money upon pay- 
ment of a perpetual intereſt ; or if, whatever be the plan laid down, 
| capitals ſhould not happen to be diſcharged, and that the debts - 
| ſhould fwell continually; in this caſe, the contingent conſequences 
are-many and Ho far exceeding any man's ſagacity to inveſti- 

ate. 5 
5 If we judge of them from what paſt experienie teaches 1 ud we. 
may conclude, that, in one way or other, all debts contracted Will 
in time diſappear, either by being paid, or by being. aboliſhed: 
becauſe it is not to be expected that poſterity will groan under 
ſuch a load any longer than it is convenient; and becauſe in fact 
we ſee no very old public debts as yet outſtanding, where el 
has been regularly paid. 

his is a very rational. concluſion from paſt experience: ; but it is 
only relative to the circumſtances of paſt times. While the debtors 
are the maſters, there is no difficulty of getting clear of debts: but 
if the conſequence of this new ſyſtem ſhould be to make the credi- 
tors the maſters, I ſuppoſe the caſe might be different. Farther, 
In former times public debts were contracted between the ſtate 
and its own ſubjects; but at preſent we ſee that in ſuch loans, fo- 
reigners, even enemies, are invited to concur: and the better to 
engage them to it, a total immunity is promiſed from all taxes 
upen the intereſt to be paid by the borrowers. tro 

This circumſtance/has already drawn the attention of adden in 
the diſcuſſion of their reciprocaticoncerns. We ſaw how, in the 

treaty of Dreſden, which took place after the King of Pruſſia's in- 
vaſion of Saxony in 1745, it was provided by the 6th article, 
that all debts due by the bank of the Steuer to that Prince's ſub- 
jects, were to be paid, on preſentation of their contracts. 
We have not indeed as yet ſeen wars carried on for the payment 
of debts ; but the caſe may happen, and kingdoms may be car- 
| ried off upon ſuch . as well as private property. What 
a | 2 chain 


a chain of-contingent..conſequences ariſes from this ſingle com- 
bination, were this a proper place to introduce tlemm 

But without going to the ſuppoſition of Princes or nations be: 
coming reciprocally engaged in debts, and thereby involving ſuch 
mighty intereſts in the ſupport of public faith, we may eaſily con- 
ceive, that a monied intereſt, of a long ſtanding, may have influ- 
ence enough to operate a change upon the ſpirit and manners of a 
Penne 


Let me here take the example of Great Britain. Do we not ſee 


how the ſpirit of that nation is totally bent upon the ſupport of 
public credir? And do we not ſee how abſolutely their commercial 
intereſt depends upon it? Can it be ſuppoſed, that every one has 


combined all the conſequences which may flow from the conſtant - 


ſwelling of their debts ? Or indeed is it poſſible to determine what 
will be the conſequences of them ? This however we may ſuppoſe 
at leaft, becauſe we ſee the progreſs of it already. that the intereſt 
of the creditors will daily gather ſtrength, both in parliament and 
without: and if from ſmall beginnings-it has arrived at the pitch 
we now ſee, it is very natural to conclude, that, in time, it may 
become- ſtronger, and at laſt, that the cragurgra of the nation may 
become the maſters of it. 


When any one intereſt becomes too „ the proſperity 


of the ſtate ſtands upon a precarious footing. Every intereſt ſhould 
de encouraged, protected, and kept within due bounds. The fol- 


lowing ſpeculations are intended for the application of principles 


to new and unexperienced combinations ; where natural cauſes 
may work their direct and immediate eſſects, and thereby prove 
prejudicial to the general welfare, unleſs they be foreſeen in nc 
_ degree, and proper remedies be prepared againſt them, 

Europe was poſſeſſed by our anceſtors free from taxes; our fa- 
thers faw them impoſed, and we ſee how faſt they become mort- 
gaged for our debts. We can as little judge of the extent of our 


credit, as thiey could of the. een of eee ſo aun "2 


tund tor'the ſupport:of it. ay; non No ban 
L413 | A 
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QUNTOTONT 111, 91 


1,1 As the Plan of impoſing taxes: Has been extended, we ſee the 
public coffers every day receiving 'x vaſt flux of money, and like 
the heart in the human body, throwing it out again into circula- 
tion, Happy. ſtate, could i it be laſting, and were this: flux and re- 
flux preſer ved in a aue proportion to all'tlie uſes for which it is in- 
tended! But fates have their vices, as well as private people. 
Public opulence ſhould be' proportioned to public exigeneies: but 
how often do we ſee ambition putting on the face of public ſpirit, 
and animating the reſentment of à nation, under colour of pro- 
viding for her ſecurity ? Hence wars, from wars expetice * recourſe 
15 had to credit, money is borrowed, debts are contracted, taxes are 
augmented ;. all this increaſes circulation, which demands a ſup- 
ply of currency : this is procured by melting down the ſolid pro- 
perty. Theſe operations performed, the public money is either 
ſent abroad, or remains at home. If ſent abroad, more property 
muſt be melted down, in order to fill up the void. If it remains at 
home, it will animate every branch of circulation; and when the 
exigency, which required this additional quantity of money, is 
over, what circulation finds ſuperfluous, will ſtagnate in the hands 
of the monied intereſt, and will either form a new fund for con- 
tracting more debts, or it will be laid out in the purchaſe of the 
property formerly melted down, which produced it; and ee 
will be conſolidated a-new. 15 12 
Every intereſt in a ſtare muſt eee the government of it, in 
Proportion to its conſequence and weight; ; and every government 
mult influence the ſpirit of the people who live under it. 
Now, as we have ſeen how induſtry creates wealth; how wealth 
and confidence create credit ; how credit creates debts and taxes 
how theſe again occaſion an augmentation of money, by the melt- 
ing down of property; and how this property is transferred to a 
new ſet of men, who were once the monied intereſt, and who 
afterwards acquire the lands, and conſolidate this additional cir- 
culation; does not this chain of confequences repreſent a kind of 


circle, returning into itſelf ? And is it not True” that without 
2 the 


car, VIII, or o oN n iy 


the intervention; of. this, engine, the money — in p portion 
0 ihe demand for it, the chain Would be cut off, before # could 
reach; the link from which it firſt ſet out? Wilt not this dnverltch 
of a monied intereſt into a landed intereſt, inſenſibly inſpire the 
bulk of the landlords with, ſentiments analogous to a monied in- 
tereſt? Is not that evidently more and more the caſe every day in 
England? And from this may we. not prognoſticate the ſolidiry * 


public credit in that nation? 
If on che other hand we find, as in France, Ran in times of 


peace drawing wealth from other nations, and thereby increaſing 


the coin, upon which alone credit is circulated through the —_ 
dom; and then foreign expence ſending it away in times of war; 
muſt not circulation keep pace with the coin, thar 1 is to ay, Los 
cincumſcribed within the proportion of it? 

If che ſolidity and extent of the French King's free reelle 
ſhould afford credit to borrow this coin ; and if, inſtead of pro- 
viding a proportional ſupply of currency to fill up this new loan, 
the coin borrowed be ſent out of France; how will the rr 
circulation be carried on ? 8 

Let us here recal to mind what was faid in the a2d chapter, upon 
winks, where we diſtinguiſhed voluntary circulation, which is buy- 
ing, from invaluntary circulation, which is paying: we there ob- 
ſerved how paying muſt always take place of buying ; conſequently, 
we may here determine that taxes mult be paid before buying, that 
is conſumption, can go on. The deficiency therefore of coin for 
circulation, will, firſt, proportionally affect the trade, manufac- 
tures, and conſumption of France, and afterwards the revenue 
which ariſes from them. Is not this the conſtant complaint in 
France, when war carries off their coin! The remonſtrances of 
all their parliaments are filled with it. 

In times of peace, the amount of what comes from the people is 
greater than in time of war: but then there 1s coin ſufficient for 
all the payments; and when they are made to the royal treaſury, 


they ait return into circulation, and no hurt is felt. 
N I inſiſt 
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I inſiſt the more upon this principle; and 1 introduce it in fo 
many different ways, and under fuch's variety of views, becauſe 
I take it to be one of the moſt important conſiderations in the 
whole doctrine of credit, and one which I have never ſeen ſug- 
geſted by ny French, or Engliſh writer upon this ſubject. Many 
mplaints for want of money; but no method have I eber 
ſeen propoſed for obtaining it from ſolid property; the eaſieſt 
and ſafeſt of all operations, when INTER with eee n ant 
according to principles. e eee e 
As money therefore is the means of cloſing the chain of conſe- 
quences already mentioned, and forming it into a circle, as has 
been ſaid, we plainly ſee how, when it is wanting, the ſame effects 
cannot be produced; and conſequently the country of France, 
when money: is. confined to the coin, will be very long in adopting 
the ſentiments of a monied intereſt ; whether for its FREY or 1. 
in the. end, is not here the queſtion. eit Abena. 
We have now traced che contingent Geile eses of en cre- 
d ſo far as to ſhew how it may tend to influence the ſpirit of a 
people, and make them adopt the ſentiments of a monied intereſt; 

The allurement of acquiring land- property is very great, no 

doubt, eſpecially to monied men. The eaſe and affluence of thoſe, 
on, the other hand, who have their capitals f in their pocket-books, 
is very attracting to the eyes of many landlords, efpecially at 
a time when they are paying the heavy taxes laid eg their — 
ſeſſions. 

The firm eſtabliſhment of public credit tends _m— ro intro- 
duce thoſe reciprocal ſentiments of good-will among the two great 
claſſes of a people, and thereby preſerves a balance between them. 
The monied intereſt wiſh to promote the proſperity of the land- 
lords; the landlords, the ſolidity of credit; and the well- oy of 
both depends upon the ſucceſs of trade and induſtry. a 

Let us now ſuppoſe what is actually the cafe in Great Britain, 
that from the ſwelling of public debrs an enormous fund ef pro- 
perty 1s created. This 1 is formed out of the income of the whole 

| 3 | | nation; 
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nation; and as it has been pu by thoſe who have lent mo- 


ney to the ſtate, in common language i it is included in What we 
call che monied intereſt: it is however very diſtinct from it, 2 


will be underſtood from what is to follow. 


The capital of the public debts is the price which was paid for 
the annuities due to the creditors, and is now no more money to 
them than land is money to the landlord. -. It may be turned into 


money, no doubt; but ſo may land. 


By the monied intereſt, properly, ſhould be underſtood, thats 


who have money, not realized upon any fund, and who either 
employ it in the way of trade, in the way of induſtry, in jobbing 
in land, in ſtock, or in any way they pleafe, ſo as to draw from it 
an annual income. While it is fixed, that is, given for any per- 
manent value, it ceaſes to be money; when it is called in, it be- 
comes money again. Let ſtock, therefore, ſuffer ever ſo many 
alienations from hand to hand, it ſtill continues ſtock: it never can 
become land, it never can become money, until it be paid off. I 
hope this idea is clear, and underſtood. Stock, therefore, I here 
conſider as one great branch of ſolid property; : ſo far as the 
ſecurity. of government is ſolid and good; and as ſuch, may be 
melted down into money by banks, as. well as any other thing. 


Now I have ſaid that this fund i is formed out of the. income of the 


whole nation; conſequently by fund, here, I do not underſtand the 
capital,, which exiſts no more, - but the intereſt which is drawn for 
it: it is this intereſt, I ſay, which ariſes from the land, money, 
trade, induſtry, &c. From the land, out of the amount of the 


taxes charged upon it; from the money, trade, induſtry, &c. out 


of the amount of proportional taxes, ſuch as exciſes, cuſtoms, falt- 
tax, ſtamp- duties, and the like. 

The more the debts increaſe, by the monied intereſl realizing 
into this branch of ſolid property, the more the taxes muſt aug- 
ment; and e ere RE Are ths ſolid SRP, of the funds 
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2 From this expoſition of the matter, I think it appears pretty evi- 


5 dent, that as proportional taxes affect every man's income, accord- 


ing to his conſumption; the landlord; ceteris paribus, ho paysa | 
land tax, as well as his proportion upon his conſumption, is more 


hardly dealt with than the proprietor of the other branch of ſolid 


property, the funds, who only pays the proportion of che laſt. 

But the condition of the ſtockholder is not equal to that of the 
landlord, for two very plain reaſons. The firſt is, that the income 
of his ſtock cannot increaſe; that of the land may. The ſecond 


is, that the ſwelling of this great capital of ſtock has the effect of 


fink ing the intereſt upon it, and conſequently of diminiſhing the 
income of the ſtockholder; and in proportion to that diminution, 
the value of land is augmented. Now I readily allow that the aug - 
mentation upon the valve of lands is no inducement to a landlord 
to turn them into money; becauſe he would then loſe upon his 
money, what he gains upon the additional price received. But it 
is a great advantage in this reſpect, that he thereby diminiſhes 


the intereſt he pays upon his debts, if he has any; and if he Has 


none, it enables him to borrow at a lower rate for the future; and 
by improving his lands with the money borrowed, he augments 


his income much beyond the proportion of the intereſt paid. 


It is therefore neceſſary, in impoſing land taxes, rightly to com- 
bine every circumſtance; that the load of all impoſitions may be 
equally diſtributed upon every claſs of a people Who enjoy ſuper- 
fluity, and upon no other. If, after a fair deduction of prineiples, 
this ſhall appear a thing poſſible to be done, we may expect to ſoc 
ſtateſmen engaged to depart from the old maxim of graſping at 
what is readieſt and neareſt at hand, to wit, the landed property. 
with a view to ſpare a claſs of people, which, in a well regulated 


ſtate, never can be made to feel the burden of any ere | 
tax whatſoever ; I mean the induſtrious poor. 


I now proceed in my inquiry into the nature Coats of | 


the ſwelling of this great branch of property, the public funds. 
| | : AS 
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As to the nature of it, we have ſaid already, that it is formed by 


_ realizing money into ſtock. When government borrows, the lender 


muſt be people who have money. If the loan is made at home, 
the money is no ſooner paid in, than it is ſpent; and as we may 


ſuppoſe that it would not have been lent, had either the lenders 


found it neceſſary for their current expence, or had they found a 
more profitable way of realizing it than by lending i it to govern- 
ment, we conſider it as in a ſtate of ſtagnation ; but being lent to 
government, it is thrown into a new channel of circulation. 
_ Farther, this money ſtagnating in the hands of the lender, either 
proceeded from his income, which exceeded his expence, or from 
the profits of his induſtry. In either caſe, the country is neither 


poorer or richer, when conſidered in a cumulative view, than if the 


ſame ſum had been lent to private people at home. 

Let us next ſuppoſe the money to have been borrowed for the 
exigence of a foreign war. In this caſe, if it be borrowed at home 
and ſent abroad, it muſt firſt be converted into the money of the 
world, gold and ſilver, and then ſent off, to the diminution of this 
kind of property; or it muſt go abroad in the money of the coun- 
try, credit, to the diminution of the annual income upon which 


the credit is eſtabliſhed. As this laſt operation _—_ not be ſo clear, 


an example will explain it. 

Government borrows a million; it is paid in paper, and mk be 
tent to Holland. If at that time a balance be due by Holland for a 
million, bills will readily be found for it. In this caſe, the balance 
of trade is borrowed by government, and is converted into a capi- 
tal of a-million in the public funds, the intereſt of which will re- 
main at home, and continue to be the property of the nation. But 
as the value of this balance is ſent to Holland and ipent abroad, it 
is, upon the whole, to the nation, as it the balance had not been 
due to them. This I call a lucrum ceſſaus to the count y. 

But ſuppoſe no balance due at the time the million comes to be 
ſent off, I ſay the conſequence will be, to alienate in favour of fo- 
reigners a, part of the annual income, proportional to the whole 
VOL. II. Mm m | anterext 
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ncerelt paid for che laan, whether it has been; fuhNrihed- hr by 
foreigners, or hy natives. 50 20 70 ASTM a 4 111 TEN! FG 
„I the ſubſcription, comes. Fan 


evident: it is equally ſo in the o 


Bills are bush. far z none are found, I mean in the way-of xeci- 
procal. cor a, does nat this ſum immediately b ea ba. 
Enge againſt London: Andl as a country loſes all ſuch balanges, and 
that the country 10 ahich they are due gains them, this million is 
| laftito Englandz and forms what I call a dammum emerges ;, that is to 
ſay, her former property or income is ſo far diminiſhed, or comes 
to be transferred. to ſtrangers. 

From this we may conclude, chat in all matters of public boow- | 
ing, it is of no conſequence whether the ſubſcription be filled by 
natives, or by foreigners, when the value of it is to be ſent abroad. 

Let us next examine the ſtate of the queſlion when the loan is 
made in order to be ſpent at home, as is the caſe after. a war, when 
ths unfunded: debts come to be paid off. 

We have ſaid that loans are filed by money ſtagnating, which. the 
owner deſires to realize: if he cannot do better, he lends it to go- 
vernment; if he can do better, he will not lend it. ; 

While the uſes of domeſtic circulation abſorb all the money 3 in che 
country, that is to ſay, when there are private perſons ready to bor- 
row all · the money to be lent, at this time government cannot bor- 
row at home; and if they did, by offering a high intereſt for it, the 
borrowing would do harm to circulation; becauſe it would raiſe i in- 
tereſt at home, or diſappoint thoſe who would gladly borrow it, for 
little more than the intereſt. offered hy government. 

Let us next ſuppoſe that after a war, when. the unfunded debts | 
are either bearing a high intereſt, or ſelling at diſcount, govern- 
ment ſhall find an advantage in opening a ſubſcription, which may 
be filled from abroad, at a lowen rate than the then actual value of 
money. Suppoſe, I ſay, the Dutch ſhould be willing to lend at 

ar jour: while money in England ſtood at 4 fer cent. Talk if, in 
F ond 3 1 i Þ/; this 


{T 


eule vm: 
Alis Hale; gboerntment bugti to bortbw tom Tb HH, at 


of ſending the intereſt out of the country, rather than — 


Wr 


debts ts to fell at diſcount; or to continue paying 4 higher intereſt at 

nome for what they Swe? 4 acl C 92% ES 
11 is my opinion that HI mey oighr'to borrow, forthe followin 

reaſons. That if the high intereſt at home proceeds from want 


money, that is to ſay, from circulation not being full enough, it is 


their intereſt to borrow, were it for nothing elfe than to ſupply 
circulation; becauſe unleſs rhis be full, all induſtry muſt languiſh. 
But ſuppoſe it ſhould be ſaid chat circulation is full enough, that 
induſtry ſuffers no check from that quarter, but that there being 


no fuperfluity of money, intereſt ſtands t per cent. Higher than it 


v4 


would do were there conſiderable fagnations. In that caſe alfo, I 
chink i it is their intereſt to borrow, were | it forts other reaſon than 
10 produce ſuch ſtagnations. 8 = 

It is a general rule every where, that were k is no having enough 


without having a ſuperfluity; at Tealt there is no certaitity of one' 8 


* # * S DX 5 
at £013 181117 12101 1 * $4 2411 


having enough without finding al ſuperfluity. Borrowing, hers. ; 


fore, in ſmall Tums, at Tuch a time, will produce flagnations ar 
home, from which ſucceeding loans may be filked, after circulation 


is ſufficiently provided: and even in cafe more ſhould be bortowed 


from ſtrangers than is neceſſary, and that in conſequence of it, too 


much ſhould come to ſtagnate at home, after the demand of g 


vernment 18 over, in that caſe, the monied intereſt would' lend, in 


their turn, to other ſtates, where intereſt is higher; and the annual 


returns from that quarter would more than compenſute har ent 
be ſent away, in conſequence of the former borrowing. 

From theſe combinarions, let us draw ſdme conctnſions. 
ino, That the effect of public borrowing, or national debt, is to 
au gment the permanent” income of the country, "Var" de Ragnaritig 
money, and balances of trade. 
2d, That this iheome {6 created may be cher des property of 
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Ilie, That when money is found. to ſtagnate, in a country where 
Linculation is not diminiſhing, it may be ſuppoſed to proceed from 
the comingin of al right balance of trade. op 1000 51 I 
40, If ſtagnations in one part are found to interrupt Se 
injanother, public borrowing, for domeſtic. purpoſes, has the good 
eſſect of giving vent to the ſtagnation, and unis he money! ine | 
anewchannel of circulation. iq 9 
. 5to, That the ſum of intereſt paid by any nation to, + Gong 
hana the general balance due by the nation, after deducting all 
the profits. of their Ione trade out of all the expence of Min foreign. 
Wars. > 32 3 . 5011 103 
But Hera it muſt - Erie, that a as on one * we are e compre- 
hending al hat is paid to foreign creditors, on account of the funds 
they have Ang, for example, ſo on the other hand, muſt be 
deducted from this, all the like Payments made to Engliſhmen by 
other nations. 
to, From this i we WS . that the W ja 
other nations by private hands, produces the ſame effect to a nation 
as if the Rate were actually paying off the debts due to ſtrangers. 
Conſequently, when Moſes permitted the Jews to lend to ſtrangers 
At intereſt, and forbade ſuch loans among themſelves, his view was 
10,eſtabliſh à foreign tribute, as it were, in favour of his OWN na- 
tion, inſtead of eſtabliſhing luxury at home. Gees iy wc 
Imo, As the balance due to a nation upon her 3 is Hs to 
compenſate, pro tanto, the money ſhe ſpends abroad, we may from 
the ſame principle conclude, that ſo ſoon: as ſhe ceaſes to expend 
money abroad, the balance of trads in her. favour, if not realized 
at home in ſome new improvement, will . diminiſh, pro tanto, the 
intereſt, or capitals due to ſtrangers. This is evident ak the nar 
ture of balances, of which we have treated already, || | 
8vo, The conſequence, for example, of England's owing large 
ſums to ſtrangers, will, from the fame principle, conſtantly prevent 
exchange from riſing very high in her favour, when tlie balance 
af her trade is to be paid to her: becauſe on every ſuch occaſion, 
Tos | her 
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her foreign ereditors will be glad to diſappoint exchangers, by fur- 
niſſling bills for their intereſt, or capitals, to thoſe ho owe the ba- 


lance;, the ener, of which is plainly to Unite the foreign 5 


debts v. 0 7990 „ hihi OW sd MO i 20 4 OA 
This circumſtance Anplles no loſs to the Wali which is creditor 
in the balance of trade, and debtor upon tlie capitals; becauſe we 


have proved that the price of exchange never afſects a nation, but | 


only certain individuals, who pay it to others. 

- This is ſufficient, I think, to point our in ſome degree chis 3 
of a national debt. I come next to examine the conſequences of its 
conſtant augmentation, without proper meaſures being taken, 
either to pay it off, or to circumſeribe it within certain bounds. 

In what is to follow, I ſhall throw all conſideration of capitals to- 
rally out of the queſtion ; and as to the amount of taxes, it is quite 
indifferent whether the money proceeding from them be in conſe- 
quence of an improvement made upon thoſe already eſtabliſhed, or 
from new impoſitions : ſuch wee rin come in'more __ 

perly afterwards. ; f 
If the intereſt paid upon che nachomalt debt of Ss, for ex- 
ample, be found conſtantly to increaſe upon every new war, the 
conſequence will be, that more money will be raiſed on the ſub- 
je& for the payment of it. The queſtion then comes to be, 1. How 
far may debts extend? 2. How far may taxes be carried? And 3. 
What will be the conſequence, ſuppeſing the one and tlie dennen car 
ried to the greateſt height poſſible? agffte 
I anſwer to the firſt, that abſtracting from cenie which 
may diſturb the gradual progreſs of this operation, before it ean 


arrive at the ne plus ultra, debts may be increaſed to the full propor- 
tion of all that can be raifed for the payment of the intereſt. As to 


1 ſecond, How far taxes may be carried, 1 ſhall nothere 3 
5 I 8. . 

3 We muſt 8 carefully avoid 5 the 9 of pay ments with 
the balance between, recen e and exportation, which 1 conſider as the, balance of 
ade, | | 
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po u 
polen Fülle of the Rees ate 12 „ wh which 1 18 5 all real 2 and x er 
25 eſtates, the eck upon lands, and fore few other partie ; 
Excepted. | | 
This tax may be carried to the full value of all the real eſtates 
th England. As for perſonal eftates it never can affect mem propor- 
tionally ; and that part of the ſtatute of land-tax which paſſes every 
Feat, and itipofes , 4 ſhillings in the pound on perſonal eſtates, | car- 
ries In i it 4 1 of bi former 1 ignorance in matters of taxation. 
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__ The, notion of og (elle, 2, 5 ſhillings i in the pound upon che 5 
Teal value of al hn e a rents of England, appears to us perfec ly 
ridiculous, , I admit it to be ſo; and could 1 have difcovered | any 
argument, by which, could haye limited the rifing of the landrtax 
to any preciſe number © thil lings under twenty, I ſhould axe 


ſtated this as the maximum, rather than the other. 


| The ſecond branch of taxes comprehends thoſe upon . 4 
tions, exciſes, and the like, The maximum as to this claſs muſt 


be determined by foreign trade; becauſe this is affected in à cer- 


tain degree by the price of domeſtic induſtry. Other taxes a not 
chis eſſect, as we ſhall ſhew in its proper place. 950 


But as foreign trade is not eſſential to the domeſtic date com. 


taption,; citenlation, &. of any nation, as has been proved in 


the ſecond book, but only to their inereaſing in wealth propor; 
tionally vo other nations; if foreign communications ſhould be cut 
off entirely, perceive no limit to which I can conſine the extent ot 
proportional taxes. Jet me cheręfore ſuppoſe a term beyond which 
impoſitions of all kinds muſt come to a ſtop, and then aſh, in he 
third place, what will the conſequence be? I anſwer, that the ſtate 


Will then be in poſfefiion of all that can be raifed on the land, on 


the conſumption, induſtry and trade of the country; in ſhort, of all 
| that 
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f Il 
at 288 or nc, Which, then will afSpalies On he oy; 
ditors. 
When this comes to be the egſc, thr become extinguiſhed, of 


courſe ; becauſe they come to be conſolidated with the property: a. 
caſe which commonly happens, when a. creditor takes poſſeſſion of. R 
an eſtate for the payment of debts equal to its value. DE 

Then government may continue to adminiſter fox the cxedivonp, | 
and either xetain in its hand what is neceſſary for the public expence + 
of the year; or if it inclines to ſhe the lame indulgence for this gey : 
claſs of proprietors as for the former, it may limit lie zetentiqn 0 
a ſum only equal to the intereſt af the money wanted; and in that 
way ſet out upon a new ſyſtem of borrowing, until the amount of 
taxes be transferred to a new ſet of creditors, This i is the endleſs 
path referred to in the ninth chapter of the fecond book, w hich Yi" 
2 multitude of windings returns into itſelf. 

A ſtate, I imagine, which would preſerye its public faith in⸗ 
violable, until a period ſuch as 1 have been ſuppoſing, would run 
little riſk of not finding credit for 4 new bor rowing... The proſpeck 
of a ſecond revolution of the ſame kind would be very diſtant; and 
in matters of credit, which are conſtantly expoſed to riſk, ſuch 
events being out of the reach of calculation, are erer r into 
| any man's account who has money to lend...” 5 DICER 0 It 

The whole of this hypotheſis is, I readily agree, deltrute 6 all 
probability; becauſe of the infinite variety of circumſtances which 
may fruſtrate ſuch a ſcheme. I only introduced it to'ſhew® where 
the conſtant mortgaging of a public revenue may end; and to diſ- 
prove the vulgar notion, that by contracting debts beyond u certain 
ſum, a trading nation which has a great balance in itr favour; muſt be in- 
volved in an unavoidable bankruptcy. To ſay that a nation muſt 
become eas EE 0 a een n 1 alk u 10 
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N is laſt TEA we have Vol running crow a n of con- 
ſequences relative to the increaſe of public debts, which appear 

as in extravagant to us at preſent, as it would have appeared to Dave- 
nant, to have ſuppoſed the debts of this nation to grow up to their 
preſent ”_ without che riſk of een che nation in a — 
But thoſe conſequences are only contingent. The W — 
may either be paid off, or the nation may be involved in x general 
bankruptcy. In either caſe, the vaſt property in the funds, this 
great article of permanent income, belonging to natives and to fo- 
enen muſt wither and decay, and at laſt diſappear altogether! 


we may therefore decide, that one of three events muſt happen, 
_ viz. either, t. Debts will ſwell to ſuch a pitch as at laſt to pay, 
themſelves: or, 2. The nation will be involved in a 3 
or, 3. They will be fairly paid off. OY 333 
The firſt ſuppoſition we have examined ; the ſecond we are now 
to conſider; the laſt will be the ſubje& of the following chapter, 
with which I ſhall conclude this book. 6 
I ſhall advance no ar gument to prove that the ſhe me of a public 
bankruptcy is either lawtul, honourable, or expedient, if volunta- 
rily gone into by a ſtate; becauſe I think it. is diametr ically oppoſite 
to every principle of good government. It is a maxim uncontro- 
verted, that a contract is binding between the partics contracting, | 
and that it ought to be fulfilled in every article, If the public good 
be alleged as an overruling principle, to which every other mut 
give way, I readily admit the exception. There is another of equ at 
force, the impoſſibility of * Wen ſuch ar guments 
* are 
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are: -uſed-to G engage d nation to commit a deliberate act of bank⸗ 
ruptcy, two things muſt be examined: the firſt, is the intereſt which 
the public has in adopting the ſcheme: the ſecond, the conſe- 
quences of it. What reaſons a ſtate may have, 1 hall conſider after- 
wards; at preſent, I ſhall enquire what might be the conſequences 
of a general and total bankruptcy in England; from which we may 
gather what difference it would make, were it only partial; and 
by ſuch an inquiry, we may be led to diſtover the proper method 
of breaking faith, in caſe it ſhould become unavoidable. This 16 
what in another place I —ͤͤ ͤ 
vhen after being overſtretched, it cannot longer be ſupported. 
A bankruptcy may take place in two ways: either as à conſe- 
quence of circumſtances which cannot be amr em or . deli- 
berate act of government. O neee eee 
Were the trade and — as e a the as b 
taxes might ſo far diminiſh, as to prove inſufficient to pay the in! 
tereſt of the national debt, and defray the expence of government. 
Were the people to be blown up into a ſpirit of revolt againſt taxes, 
the ſame event would probably happen. In either caſe, the natural 
and immediate conſequences of the bankruptey n 1 
follow one another in this mannee n,. | 
imo, Every creditor of the ſtate would become poorer in propor: 
tion to the diminution of his income. WF 
Ado, Conſumption and the demand for 3 3 dimiaiſ 3 an 
proportion to the part of that income am which the IG 
annually.expend for theſe purpoſes, 
23t1io, Trade would diredly ſuifer, in proportion d to char part of het 
faid. revenue yearly thrown into it by the public creditors at pre- 
ſent ; and it would conſequently ſuffer, in proportion to. the hurt re- 
ſulting 1 to private credit, from the conſequences of the bankruptcy. 
. The creditors then would loſe all, the trade of England would be. 
undone, and the multitudes who live in conſequence of the demand. 
tor their induſtry from the one and. che other, would be reduced to 


m SM Theſe immediate eſſects would firt manifeſl themſclves in 
vol. — Nnn rhe 
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land: a diminution don che confemprtion: of che frnita of the 
earth; a ſtagnation ob that o erde which is carried on between 
Londem and the country ( Hhich we have ſeen to be equal to dhe 
amount of all che taxes and land- rents ſyent in London) would foon 
threw every thing into confuſion, But taxes would beabotifhed: of 
that there is · neo doubt Let a deliberate bankruptcy take place with+ 
out any abolition of them by law, they would ſoon fink tu nothing, 
from the utter impoſſibility there would be found to pay them. 
A total bankruptcy, therefore, coming upon England, either 
from a decay of her trade, or a diſturbance in collecting the publie 
revenue, would have the effect of ptunging the nation into utter 
ruin at home: what might be n abroad, I 
leave to the reader's ſagacity to determine 
Let me now ſuppoſe a. bankruptey to — froadelibaruce 
act of power, with a view of expediency. -/. nd blip power 

The difference between the two confiſts nity in Seine da 
Brſt, all the conſequences we have mentioned would follow one 
upon another, wichout at pofibility of preventing nene 0 
1 be concerted. ' 

Let me then ſuppoſe, that government ſhalb find: it eee 
rn to uſe a ſpunge for the public debts; that they ſhall fear 
no external bad conſequences, either from the reſentment of theſe 
ſtates Who may be hurt by it, or from the ambition of others who 
may profit by it; that they ſhall cooly reſolve to faeriſice the inte- 
reſt of all the creditors in favour of the whole body; and that they 
ſhall deliberate upon the plan to be followed, in order to bring 
About ſo great a revolution, without eſſentially Ne ee 
in the ſtate, that of the ereditors alone excepted; . 

In that caſe, I imagine, they would begin by ordering the amount 
of all that is paid to the a eps ber ſet eh a Cpu eng Ine - 
execution of the plan ton tn 10 N 111 

They would purchaſe all over 8 weary anti; of e 
_ manufacture — w 'upoti hand for want of a 

| market: 
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market” they would fercbalb thoſe wbo-wouldbe-forced! to he idle 
for panes they wauld inſtantly put proper em- 
ployments into their hands /; one week's delay in the execution of 
this part of the plan would throw the manufacturing intereſt into 
ſuch canfuſion, as to be paſt all remedy: they would: furniſh. cxe- 
dit to all the merchants ſubſiſting, in proportion to what they had 
loſt by the extinction of the funds: they would eſtabliſh offices 
every where, to ſupply the wants of thoſe Who would be totally 
patent of trade, the mother of induſtry. By ſuch precautions, pro- 
perly taken, and properly executed, none would ſuffer but the un- 
happy creditors and their families, . * VE" 
would'be reduced to poveriixg. 

As far as human prudence: in-ncufliciens Foe: e ä i 
great a detail all at once; ſo far would the effects of a general bank- 
ruptey add hurtful NIE to thoſe AO oP * _ 
2/666 bse Dunst endowed —ͤ A. 
the minds of a nation at his will, and of foreſeeing every conſe- 
quence before it happened, ſuch a plan might be executed. An- 
other who, with the greateſt capacity ever man as endowed with, 
would, for expedieney, not for neceſſity, deliberately e a 
general bankruptey, I ſhould confiderasa.madman. n. 
1 ſhould rather prefer to ſubmit to the natural . 
which might refult from an accidental bankruptcy, than endeavour 

to avoid them The a your too nee for human wildem to 
execute. Ii non 7455 ac 
Let us meat Fang Aan bee un be fairly om — a view 
of expediency, no matter how, and all inconveniences 8 
during the execution, what would be gained by it?: 
lt by the ſuppoſition all taxes be kept alive, for at leaſt a certain 
| time, in order to prevent a total confuſion, certainly no, body coul 
gain during that period; even the ſtare! itſelf would loſe, becauſe 
og * of conſumption would infallihly digiaith,,, Butithat 


Nnn 2 time 
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rine-elapſed,, and taxes reduced. 0. che lowelt,,who arquid be ghe 
Fainers? Wer ſhall ſee when e come. the degtrine:of taxation, 
that a ſudden abolition of chem, in canſequence of a bankruptey, 
would de advantageous to no hody, but to creditors upon mortgage, 
and wolthe idle; not 120, landlordo; heeguſe their inomes would 
gzminiſh, more than in che proportion of che preſent land- tax, at 
leaſt their improvements would be interrupted, and their rents ill 
paid: not to the manufacturing claſſes; becauſe at preſent they paꝝ 
no taxes, but in proportion to their idleneſs or extrayagance, as ſhall 
be proyed: the monied intereſt, not ſecured on land, would 1 ſup: 
poſe be extinguiſhed trade and credit at an end. The gains then 
would be conſined to thoſe who have money ſecured; upon land, 
where. the capital is. demandable. In ſuch a ſituation, intereſſ 
would riſe beyond all. bounds; and a debt which might haye been 
conſidered as a trifle * then carry off an eſtate. The 
dle alſo who. live peaceabhy upon a very moderate income, would 
ſind a great advantage from the fall of prices for want of con- 
ſumption, and from the diſtreſs of the induſtrious; but the indir 
gent poor, ho are ſupported. from charity, would ſuffer: all the 
great eſtabliſnments for labour and induſtry, would fall. to, the 
ground: the numbers of poor Who are there maintained, would 
come upon a ſociety, which is beginning to loſe thoſe tender feel- 
ings of compaſſion, which are more common in countries of, idle: 
nefs, in proportion as miſery is more familiarly before them. 
Jo ſay all in one word, a total bankruptcy, and abolition of taxes, 
r bring this nation back to the ſituation it was in W taxes 
and debts were known. e e 
Does any body i imagine chat our c preſent Stan is not eee 
to our preſent policy, and that it is pothble, that independently « 
the ſame circumſtances we ſhould long continue to enjoy the ad 
vantages we feel? No; were, we in the ſame ſituation as formerly, 
we ſhould feel as our fathers felt. They had as good prderfand, 
ings to improve their circumſtances as We have ; bur they ha 
do with ; an lee we with an induſtrious c. common People. Tra | 
| 4 7 an 
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and credit have been Ong ar Work t per fortù this* gret-TevU? 

tion: the operation is not as yet compleated, and 4 total Hankeruptey 
F effect for à long time. 


Were taxes made to ceafe, the large ſums which" proceed from 


chern Got ifappett entirely. Money would not, as ſome imagine, 
de equally diſtributed among thoſe who now pay the taxes, and 
proportionally increaſe every man's income. The reaſon is plain: 
the money paid for raxes, circulates; becauſe it is demanded; 
Wert taxes fuppreſſed, people having leſs occaſion for money than 
| fortnbrly, would circulate leſs in proportion. It is the neteſſity of 
paying taxes, which creates this money for the payment of them; 
and when this method of creating is not contrived, the taxes cannot 
de paid, as has been often ſaid. Now it is this great flux of money 
from taxes which animates the trade of England; take them out 
of the circle, hat becomès of the whole? 
Io ſuppoſe, therefore, ſo great à revolution in the circulation 65 
a country, as that produced by the ceſſation of taxes; and to ſup- 
poſe no interruption from it upon the ſtate of induſtry, and the 
employment of tlie peopfè of this natiön, is a propofition'T muſt 
reject, as being contrary to all principles and to this among the reſt; 
that it would be a moſt fudden, and à moſt violent revolution; 
which throughout the whole courſe of this inquiry, we have found 
I, wvolve" INCONVTNLcHcIEs JET the nan of ny bonds; 0 hn 
nes e EAI ö O26 CONTIN nt on 
Upon the whole we may determine, that tlie fatal tler s 


of a bankruptey would be many; and that the good reſultiug Ho 


a total abolition of taxes, would be confined to two obßeckdl 1 
relief to thoſe who pay them upon their poſſefſ ons, or perſins 2! A 
iminution of prices in favour of the idle at home, and bf trade 
abroad: great objects, no doubt, could they be obtainedFar lefs 
| expence than the conſequences of a total failure of public creat and 
domeſtic induſtry.” Perhaps when we corn 0 exartitie the prin- 
ciples of taxation, we ſhall find that taxes' do not Taife” prices Av 
much as 18 generally believed; and thofe' "which inſtüence the 
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a banruptcy for compatingthoſe great national purpoſes. 
But let us ſuppoſe a caſe} which may: poſſibl happen as mat 
ters ſeemito go on. Suppoſe, I fay, that by continuing to carry on 
lang and expenſive ars, q the ſum af intereſt ꝓaid o ſtrangens 
ſhould exceed all that the nation can gain by her trade. In this caſe, 
there muſt be a general balance of payments againſt her every 


year, which very uon would. =ogobleſialals as: the molt fatal con- 
1equences. | E 01 IR VDE 
Ihe bank of . 5 he. Fa firſt to ofeel, them, by the de- 

parture of all the coin and precious metals. Trade would od; ther 

7 next, and then indecd they would become univerſal. 

| In ſuch a ſituation, I fairly acknowlege, that I cannot . — 
any expedient to avoid a bankruptcy. Engaging the foreign cre- 

ditors to become citizens, by the allurements of the greateſt. pri- 
vileges, and bills of naturalization, are vain ſpeculations. Unleſs 

ſome xeſource, hidden from me, ſhould, upon ſuch an occaſion, 

open itſelf, in the deep receſſes of future events, I believe the na- 

ijon would ſoon, be driven upon che fatal rock of bankruptcy. The 
idea of a nation's becoming, bankrupt to itſelf, I have always 

looked upon as à contradiction; but that it may become bank- 

rupt to the reſt of che r 1 guns conſiſtent with reaſon, and 
common ſepſe. , thu om! 
1 ſhall not take upon me i. gel ah ede of bankruptcy | 

would. in ſuch a caſe be the beſt ; a total, or a partial one, The 

partial, I am afraid, would, in England, work effects almoſt. as 

_ hurtful, as the other, But if ever the caſe ſhould happen, the 
only way will, be, to watch over every ſymptom. of the, approach- 

ing cataſtrophe, and 0 pee mee, to the beſt ad- 

vantage. 5 FL 
Of what, * es is ir 3 "ly a Britiſh 8 to 

inquire into the amount of .debts;owing to ſtrangers, and, into the 

ſtate of the balance, of. trade, In ſpeaking of exchange, Lthrew 
out many things concerning the idea of Putting 55 branch of by- 

{1131 A ſineſs 
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fine ſs into the hands / bf. the bank, in conjundtioh with the exche- 
quer. Were tre ſtate brought into the dilemma of either ſubenit- 


ting to this gradual decline of trade; from a cauſe which could 


not be removed or of being puſhed to the neceſſity of leaping 
into the terrible gulph of a deliberate bankruptcy; in ſuch a di 
lemma, I fay, what eee, not de drawn _ 
the management of exchange? I 

I have heard it ſaid, that the debt owing to . was a great 
advantage to England; becauſe it drew people to that market 
where their funds are ſettled. I allow all the force any one can 
give 'to this propofition: But alas! what would it avail, whenever 


England becomes incapable to furniſh goods equivalent to all her 
imports eee pee added to n m 8 to _ "RE cre- 


ditors rn Vu 
1 aur wok Ale fem app adn Reustios of England to 
forebode the approach of any fuch diſaſter; but it is good to re- 


preſent to one's felf ſome determinate ect, by which we may. 


judge of our ſituation in times to come: off 
Debts have increaſed far beyond the religion of every mor- 

tal. Great men have uttered prophecies, which have proved falſe, 

concerning the conſequences of a debt of one hundred mil. 


lions. From this moſt people conclude; that they will go on until 
ſome unforeſeen accident ſhall daſh the fabric to pieces. I have 


been pretending to-ſhew how they may go on in a perpetual chain. 
But alas! one fatal combination was there omitted; and now 
that it has been taken in, I think it ſerves as a datum, to reſote 
the moſt important problem of this ſcience, viz. How to deter- 
mine the exact extent of public credit. The folution of which is, 
That it is not neceſſary that public credit ſhould ever fail, from 
any augmentation of debts whatever, due to natives; and chat it 
muſt fail, ſo ſoon as the nation becomes totally unable either to 
export commodities equal to all their imports and foreign debts, 


or to pay off a proportional part of their Wy Rilhcienc ro turn 


the balance to the right lle. 
5 | 4 From 
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From this prapofizion:two.corgllazies may be draun: 2t 141| 
me, That the maſt important object in paying off debts, is to 
get quit of thoſe due to ſtran gens. 
_ 2d, That whatever circumſtance has a tendency\towards dimi- 
. niſbing the burden of foreign debts, ſhould. be encouraged... 

If it be ſaid, that whenever our foreign debts exceed the balance | 
of our trade: the beſt way would be to break faith with ſtrangers, 
and keep it with the ſubjects of the ſtate : I anſwer, that were the 
thing poſſible, which 1 apprehend it is not, the conſequence might. 
prove equally hurtfuL 

The greateſt of all the inconveniencies proceeding from bank: 
- ruptcy, is the ruin of induſtry, and the ſtop put to circulation. Can 

it then he ſuppoſed; that a country might execute ſo Gan ls 
ſcheme of treachery to all her neighbours, and ſtil contin 
correſpondence with them in the open way of trade? i Certainly 
not. Were all foreign trade to be ſtopt at once, what a revolution 
would it occaſion! The circulation of foreign trade, in the city of 
London only, exceeds perhaps the amount of all the taxes. A ſtop 
put to that would occaſion ſuch a ſtagnation, as would ruin the 
nation as much as if the bankruptcy were to become univerſal. 
I do not here pretend minutely to trace conſequences, which are 
infinite: all that can be done, is to ſuggeſt hints, which every one 
may purſue, in proportion to the extent of his combi nations. 

. The intention of touching upon this ſubject at all, is to ſhew, 
that the expedient of a ſpunge, which i is frequently talked of as a 
remedy. againſt the conſequence of debts, is, perhaps, more dan- 
gerous than any thing that can be feared from them. The reaſon 
is, that the ſpunge implies a more ſudden bankruptcy than any 
one brought on in a gradual Way, by natural cauſes. 

Were natural and irreſiſtible cauſes to operate a total failure of 
al, Pont upon the trade of Britain, one cannot ſay how far the 
other nations of Kurape might not find it their intereſt to aſſiſt u, 
providing we did our utmoſt, to. preſerve our good, faich to them... 
And as I think I have made it ſufficieptly evident that nothing: 

| enn 
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can be gained by openly violating ſuch engagements, the beſt re 

ſolution a nation can take, is to adhere to them to the laſt extre 
mity, and to baniſh from "_ py a a WET be 
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7 E are now to collect together, in one view, the ſeveral me- - 
VVV fthods of contracting and paying off the debts of a nation. 
Such methods may be deduced, either * n or oo 
what practice has pointed out. a £ 
The foundation upon which public credit is built, is the exift- ' 
ence of a ſure and ſufficient wm for re py _ engageinents | „ 
contracted. | F AN 
When, in the early times of: OP ered, therrepaymenit of rhe 
capital was the chief object of rhe lender, a much more extenfive 
fund was neceſſary than at preſent, when no more is required 
than the payment of the intereſt. As ſuch funds never can be 
formed but from taxes, or general contributions from the people, 
the greater they are, the larger muſt the contribution be. When- 
ever therefore there is occaſion to contract debt, the chief object of 
a ſtateſman's care ſhould be, to model the ſpirit of his people fo as 
to diſpoſe them to concur in the proper reſolnrions to render tue 
plan propoſed as eaſy as poſſible in the execution. ! " 
In the ſirſt place, the body of the people muſt be made ſenſible 
that the conſequence of contracting debts muſt imply a diminu- 
tion upon the income of ſome iniividuals; but that the fewer the 
obſtacles thrown in the way of me loan are, che dels Will mat di- 
minution be!. iin 5 f „Rel un i * An 13 
VOI. IL O O 0 In 
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In the fecond Place, He mult gain the confidence of kale people, 
o far as to impreſs them with à frm belief that he will conan 
their good, and nothing elſe, in what he undertakes. ' 115 

And in the laſt place, he muſt gain the confidente of addition 

hom he is to borrow ; and convince them that all covenants be- 

tween the public and them will be religiouſly performed. 

In a limited and free government, rheſe rhree {Equiites are 
eſſential to the firm eſtabliſhment of public credit. 

Where the power of the ſtateſman is unlimited, he may ſublli. 
tute his authority over the people, in the place of conſidence; but 

wich reſpect to thoſe who are to lend, he will find no room for any 
fuch ſubſtitution : confidence here is the only expedient. 

All therefore that is required as ro the people, is to W __ 
to do what he requires of them. 

For that purpoſe he muſt eftabliſh cl with them, for cabin 
the contributions he is to exact of them; becauſe they will have 
as much occaſion for it, in paying what is demanded of them by 
authority, as he himſelf has in paying what he is 3 to in 

conſequence of his engagements. 

If this general plan be not followed, the conſequence will 
be, that taxes will fail on one hand, and public credit on the 
other. 5 

If all this operation cannot be previouſly concerted, the plan of 
borrowing mult be circumſcribed to funds previouſly eſtabliſhed. 

When money 1s borrowed before the fund is prepared, every 
obſtacle which occurs in eſtabliſhing it is a drawback. upon the 
confidence of thoſe who lend, and renders the conditions lefs fa- 
vourable to the ſtate which borrows. 1 1 | 
In the contract of loan, rhe firſt article to be agreed upon is the 
rate of intereſt. We have, in the beginning of chis book, exa- 
mined the cauſes of its riſe and fall; and have in general deter- 
mined, that when the demand is for Reg 1 riſes; 


when for lending, intereſt falls. i251 © 110 
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As the object of the horrower is to have intereſt * the ſtateſ- 
man who intends to borrow, muſt uſe all pat bis means to e 
the quantity of money in circulation. 

But if coin alone be uſed as money, and if this coin be ſent out 

of the country, when borrowed, and if what is ſent away cannot 
be replaced at will, the ſcheme of augmenting money becomes 
impracticable: it will daily become more ſcarce, more difficult to 
procure, and intereſt muit riſe higher every day. Symbolical or 
paper money, that is credit, muſt then be eſtabliſhed at home, 
upon the firmeſt baſis : this will enable every one to pay what he 
owes ; conſequently, the taxes will be paid, the creditors will re- 
ceive what is due to them regularly, money will every year aug- 
ment in proportion as debts are contracted ; and if borrowing do 
not augment beyond that proportion, intereſt will not riſe ; and if 
borrowing ſhould fall below that proportion, intereſt will ſink. 

Is not this whole doctrine yerified in the ſtrongeſt manner by the 
Seration of the Miſſiſippi? At the death of the late King of 
France, money had diſappeared. Some years before, he had, for 
ſeven millions in coin, engaged his kingdom for thirty-rwo mil- 
lions; upon a diſtant fund indeed, but ſtill it became a debt to be 
paid. Paper money had not been introduced three years, when 
intereſt fell to 2 per cent, The paper indeed was a bubble in fact ; | 
but we have ſthewn that it became ſo from bad management only, 

By the augmentation of money, capitals ceaſe to be ſo valuable, 
By the melting down of property, the very capital, though in the 
hands of the ſtate, may be turned into money by the creditor, 
whenever he has occaſion for it; in the ſame way as the coin 
which is buried in the vaults of the towu-houſe of Amfterdam, is 
conſtantly performing all the uſes of circulation. 

The method, therefore, of borrowing money to the belt advan- 


tage, is previouſly r9-dſfabliſh a. fund of credit, arifing from 
annual taxes; to pyovide the people who are to pay them with 


money in proportion to their property or ndultry ; and to prevent 
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tetnter from ever failing formwant of 2theinetiun;! taoriey; for 
carrying it enronomt ei gaibast 10 mil 01 n 2111 = ler i 

80 long as" intereſt ſtands high, relatively together ſtares with | 
wicht you are at war, throw as much money ag poſſible inte the 
hands of your creditors, in payment of the dedis already eon. 
tractet; becauſe the more you throw in there; the more ye i 
draw out, if you have occaſion to borrow more; and if you have 
nd occaſion to borrow more, the lower you will reduce ihe intereſt, 
by augmenting the fund of money to be lenn. 
From theſe principles I conclude, that every eden ſets! 
out by contracting debts with its own citizens, muſt begin by'bor-" 
rowing upon condition of repaying the capital in a ſhort term of 
years. This is alſo the beſt method to engage the people to con- 
tribute largely without” murmuring. The reaſon is, tliat when 
taxes begin to be impoſed,” the maſs of circulation becomes pro- 
portionally augmented; 'and the paying back conſiderable ſums to 
the creditors, ' prevents, on the one hand, the debts from in · | 
creaſing ſo faſt, and ſupplies circulation, and facilitates new bor- 
vowings on the other. While this plan of augmenting circulation 
is carrying on, the fateſman muſt” prevent his expence abroad 
from diminiſhing it proportionally at home. This is to be accom- 
pliſhed by opening loans for foreign expence in foreign countries, 
and by paying the intereſt only of buch loans, with the : greateſt _ | 
tuality. Xi 
The difficulty of feet this, is no argument againſt it, 
muſt cither be done, or credit will be hurt; becauſe without 3 
ing credit abroad, it is impoſſible to defray any expence incurred 
abroad, beyond what the metals of your country and the exports 
from it can pay: that is, in other words, beyond the quantity of 
metals exported, and general Aar ban your ce 1 gy or Teck | 
procal payments with the world. 8 

If it be ſaid, thiat nations never Pepiche intereſt of cheir debts aby 
where but at home, 1 anſwer, that it is fo much the worſe for them; 
hoeauſe wherever the debts or" intereſt is to be paid, the lender 


. always. 
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always ſtates his account as if the payment were macle in his .. 
houſe. All the expence to him of ſending his money to the place 
of ſubſeription, and of drawing back his returns, are con | 
with the; intereſt ↄffered by the borrower; and if upon the whole. 
he lender finds his account. in the hargain, he ſubſcribes; other- 
wiſe not. Since therefore the money borrowed muſt in this caſe be 
ſent abroad, it is an advantage for the borrower to be under an obli- 
gation to provide a method of ſending it; and by that means he 
will borrow cheaper than he can do, when he refunds, to every 
lender all Aiwernenss and trouble i in getting his eng nn 
to him. | 
:L am now 1 e an 8 Mall r not enter i into 
a diſcuſſion of the many objections which, occur againſt this plan, 
from foreign conſiderations; ſuch as the facility it, might procure 
to a ſtateſman of defrauding his foreign creditors, and ſeveral others 
which might be formed: all I ſay is, that this is a cheaper and more 
ſyſtematical way of borrowing, and it has this good effect, that 
it conſtantly points out the ſtate of ws: external debt, from which. 
alone a bankruptcy is to be feared... W 
Were a favourable balance to return 1 an en war, che 
payment of this foreign debt would be the conſequence, as much 
as now when the payment is made at home, and rather more ſo: 5 
becauſe who ever owed a balance (to England, I ſuppoſe), would 
then pay his debts at London, with money due by England, pay- 
able at Antwerp, for example; conſequently, he would transfer at 
diſcount; and when he transferred in favour of an Engliſhman, 
the debts may be conſidered as diſcharged upon the foreign fund, 
and ſtated] a-new- upon the funds payable in London. Could the 


0 pay ment of the intereſt of the public debts be rendred ſuſceptible 


transfers upon all occaſions, it would, I imagine, have a: 

remarkable effect in favour of publie credit. 

his thought ſuggeſted itſelf, while 1 was,conſidering, tha ſuu⸗ 
ation of a country where borrowing is in its intancy.;,, and at, 

occurred as an expedicnt for preventing. ſorcig u cxpcu⁰⁰ỹꝭ[ i eν,jQt uiii 


x | | the 
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the country of the money neceſſary for circulation at bowe, | This, in every 
combination of circumſtances, is the, moſt: important _—_— of a 
ſtateſman's care, while he is engaged in wars abroad. 
Now whether the money of a country be paper or coin, it is 
equally taken out of circulation, by every foreign payment. When 
it is coin, it goes out of the country, as well as out of circulation: 
when it is paper, it does not go out of the country, certainly, but 
by coming upon the debtor in it for payment, it is equally taken 
out of circulation; and what the debtor gives for it (viz. a bill of 
exchange upon another country) goes out of the country. And 
unleſs that bill of exchange can be paid with value exported in 
merchandize, it will remain a debt upon the country, contracted 
in favour of ſome other nation. 
Ihis I hope will be ſufficient t to recall to mind db keen. & 
fully explained in the 13th chapter upon banks; where the ſame 
queſtion was ſtated with regard to the payments Scotland was 
obliged to make to England, towards the end of laſt war. The ſame 
principles operate in the caſe before us, and may be applied to 
every circumſlance of it; with this difference only, that here the 
| ſlateſman's intereſt is more cloſely connected with that of his banks 
than was the caſe during the diſtreſs in Scotland: becauię if. he 
does not ſupport them by a ſyſtematical chain of conduct, he wall 
drain the fund of circulation by.his remittances ; his credit will 
fail ; his taxcs will not be paid ; and his people will be oppretied. 
But it he purſues his plan ſyſtematically, circulation will be kept 
full; his credit will be ſupported; his taxes will be paid; his 
people will be eaſy: becauſe no check will be put either to induſtry 
or to conſumption for want of money; a great part of the former 
ſolid property will be melted. down into money; whatever part of 
that money is lent to the ſtate will be, by that operation, conſoli- 
dated into a new ſpecies of property, the public funds; and it after 


the borrowing. ſcheme: is Over (that is, When peace is reftored) 


circulation thould be,contracted; a part of the money will ſtagnate 
in the hands ot individuals, and will, in their favour, be realized 


2 ; | in 
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in chat part of the lid property which was melted down in order 
to produce it. That is, lands will be ſold by the former pro- 
prietors, and will be acquired by thofe who have money not real- 
ized in flock ; and for Which circulation has no farther demand. 
mis is the reaſun why, at the end of every war which has run the 
nation in debt, lands have conſtantly riſen in their value, even 
when confiderable quantities of them have been offered to ale. 
If it be ſaid that the ſtock-holders are thoſe whom we commonly 
{ce buying the lands, and not thoſe who have ſums not realized: 
I shall, in anſwer, obferve, that the ſtock-holders can only buy 
lands by ſelling their ſtock, to thoſe who have money nor realized ; 
o it is Rill the money not realized which is employed in buying 
every article of ſolid property: and even after that operation, the 
money ſtill remains in circulation; becauſe it is impoſſible to real- 
ire even paper money itſelf, except when the creditor in it becomes 
proprietor of the property upon which it is ſecured; and if the mo- 
ney be coin, it is plain that this cannot be realized any farther than 
it is by nature. When therefore we ſay, that a man realizes his 
money, we do not mean any thing farther, than that he gives his 
motiey to another in exchange for ſolid property. Thus when an 
eſtate is bought in a country where banks upon mortgage are eſta- 
bliſhed, a part of the price is commonly taken out of circulation 
altogether ; becauſe in conſequence of the price paid, the bank is 
refunded what it had melted down of the land fold ; conſequently, 
that paper becomes conſolidated a-new, as it were, with the lands 
which are relieved of the mortgage. 

But when lands are ſold in a country where there is no paper, 

the price remains in circulation as before; and if the quantity of 
coin in cireulation ſhould exceed the uſes for it, a caſe which 
ſeldom narben in theſe days, it would be exported, and realized 
abroad, 

When this complicated and ſyltematical ſcheme of credit is not 
eſtabliſhed, the infallible confequence is; that money difappears : 
. „intereſt riſes. T he taxes formerly im poſed cannot be 

U paid :: 
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paid: conſequently, it is in vain to ſeek to augment them; becauſe 
in proportion as they are augmented, they become leſs productive. 
Af money be borrowed upon remote funds, engaged for other debts 
previouſly contracted, and if public faith be at all events to be pre- 
ſerved, the conſequence muſt then be, chat the public will be eat 
up by uſurers. 

This was the caſe in England nag the v wars ; of Queen ka 

So early as 1706, government, as has been ſaid, began to borrow 
at 6 per cent. upon funds already engaged. What was the conſe- 
quence? The exchequer having no money to pay the intereſt as it 
fell due, paid with tallies; theſe fell to great diſcount, and had 
they remained long in that diſcredited ſituation, lending would 
have ſtopt, or intereſt would have riſen, as in France, ſo high as to 
loſe the name of intereſt altogether. This was the caſe, in the 
example above cited, when ſeven millions ready money, borrowed 
by the late King of France, became a debt of ee millions on 
the ſtate. 
VU pon the occaſion above cond. government availed them- 
elves of the bank of England, as I ſay every private citizen ſhould 
have a power to do, on every occaſion, when his credit is good, though 
money ſhould fail him. They engaged the bank to diſcount all 
tallies iſſued for intereſt of debts; that is, in other words, to turn 
thoſe ſticks into money: but as public credit was ſo low that money 
could not be found to diſcharge even the intereſt of the advance 
made by the bank, the government conſented, that all advances of 
that kind ſhould bear compound intereſt quarterly, at 6 per cent. 
What a monſtrous profit to the bank! what a charge upon the 
ſtate! Had banks of circulation upon mortgages been eſtabliſhed 
at that time, money would have come in at a moderate ſimple in- 
tereſt to individuals, who would have availed themſelves of them, 
for the payment of all public burdens. Inſtead of which, induſtry 
was made to ſuffer; the public money did not come in; taxation 
ſtopt; expences went on, and deficiencies were paid by the public 
at this monſtrous charge. | 

On 


ſ 
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On the other hand, had it not been for the aſſiſtance the bank 
then gave the ſtate, in circulating thoſe exchequer tallies, bills, &c. 
it is very certain that credit would have failed as totally in England 
as it had done in France in 1708, when Deſmaretz undertook the 
finances. This miniſter had no bank to avail himſelf of, and ac- 


cordingly he run France in debt at the rate of two hundred millions 


of livres per annum, during ſeven campaigns; of which, I am per- 
ſuaded, he did not receive one half, or near it, in effective value. 
What have ſaid will, J hope, be ſufficient to ſhew that the only 
way for any ſtate to borrow, is previouſly to provide a fund for 
making good what is agreed upon with the lenders; and that all 
expedients to ſupply the want of it will in the end bring great expence 
upon the people, either by involving them in an exceſſive burden 
of debts, in cafe public engagements ſhould be held ſacred, as has 


conſtantly been the caſe in Great Britain ; or by driving the ſtate to 
a bankruptcy, as was the caſe in France upon the death of the late 


King. I call it a bankruptcy, becauſe all that was owing was not 
paid. A man who pays no more than 19s. 11 44. in the pound, is 
a bankrupt, as well as he who cannot pay one farthing. 

I now come to the n of paying off debts when already 
contracted. 

public debts may be divided into two claſſes, redeemable and ir- 
redeemable. Redeemable debts may be paid off in ſeveral ways, 
which we ſhall briefly enumerate before we compare their ſeveral 
advantages. ; 


Firſt then, ſuch 2 may be paid off at once, by refunding to 
the creditors the whole capital, with all arrears of intereſt, | 

ade, They may be paid off yearly, according to a certain Ea to 
determine the preference, and order of payment: for this purpoſe, 
a determinate ſum muſt be ſet apart as a ſinking fund. 


_ 3419, They may be paid off cumulatively and praportionally every 


year, by incorporating the ſinking fund into the money appropriated 
_ FOL IL P pp | tor 
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for diſcharging the intereſt, and by placing all are n beyond . 
* intereſt, as payment in part of the capital. Es 
Ato, They may be paid in one ſenſe, as ſhall. 6 h 
-by a Hl the | intereſt _ the: n b IG : 
them. | 
Flo, They my be paid off by convening them into annuities: or 
lives. . 

to, And lally. ly melt paid off under the value of this 8 a 
.tals, by the means of lotteries; where the ſtate may nne 
creditors chooſe to loſe from a deſire of gaining. 

Jo one or other of theſe methods may be reduced all he end | 
Honeſt expedients which a ſtate may employ to get rid of their debts, . 
without any breach of public faith, or without proceeding to the 
extremity. of preſcribing conditions of payment, which the credi- | 
tors are forced to accept againſt their will. 

As for the irredeemable debts, I apprehend, that, dn condone 
of the creditors, no e upon the condition of loan can juſtly 
be made. 

I ſhall next point out the — and diſadvantages of the 
ſeveral methods of diſcharging debts, as they may affect the. ſepa- 
rate, or cumulative intereſt of a ſtate. | 

Were large debts which have ſubſiſted for a long time to be paid 
off all at once, it would occaſion a ſudden and a violent. revolution, 
which is always attended with inconveniences. 
| Were, for example, the proprietdrs of lands to conſent to ſell off 
a part of their eftates for the payment of the public debts, the 
quantity of land brought to market, would ſink the price of it very 
| conſiderably ; from which would ariſe a great detriment to land- 
lords. I ſhall not here inquire from whence ſuch a ſum of money 
could come. 

Could a treaſure be brought from India Ga me ſuppoſe) ſufficient 
at once to diſcharge the debts of Great Britain, circulation would 
boopme ſo 6 wg with money, that intereſt won fall to nothing. 

This 
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This would be a temporary lofs to all the former creditors, until 
they had time to lend to the other ſtares of Europe, who would, in 
conſequence of the revolution, ſink the rate of intereſt upon their 
own debrs. Something like this was the conſequence of paying 
off all the debts of France with bank notes in 1720, upon which in- 
tereſt fell, as we have obſerved above, to 2 per cent. | 
When, in the ſecond place, debts are paid off partially every year, 
according to a certain rule, it is expedient to have the capitals re- 
duced into ſhares of a determinate value, as is the practice in 
France, that they may be drawn out as in a lottery. The lots drawn 
may then be paid, and no detriment will follow to any particular 
creditor, more than to another: becauſe if by being paid there be 
either profit or loſs to the ereditor, it will affect the value of the 
whole ſtock in proportion. If, upon the eftabliſhment of ſuch à 
plan, the ſtock be found to riſe; it will be a proof that either the 
intereft formerly paid was below the common rate, or that the 
credit of the ſtate was looked upon as precarious: if-it ſhould links, 
contrary concluſions may ſafely be drawn. 24d. 
This is a common method of paying off debts in France, 2 
funds are more commonly divided into ſhares than in Great Bri- 
tain. : 
In 1759, the King opened a 11 ubſcription for ſeventy-two millions 
of livres upon the general farms: this ſum was divided into ſeventy- 
two thouſand actions, bearing 5 per cent. and it was ſtipulated, that 
upon the renewal of the farms in 1762, twelve thouſand actions 
ſhould be drawn by lot, and paid off gages ſo mata in ſix nen 
the whole debt was to be diſcharged. | 
The third method of applying what 1s We paid above the 
intereſt, in extinction of the capital, is che meaſure propoſed by 
Cardinal Richlieu for diſcharging the debts of France; only the 
Cardinal went to work in a very arbitrary way, both in determining 
rhe intereſt, and in fixing a value * the wann equally detri- 
mental to the creditors. ' ? 


Ppp 2 To 
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„To apply this to an example. Had England at the time-governs: , 
ment firſt eſtabliſhed a ſinking fund, ariſing out of the ſavings which: . 
were made upon reducing the rate of, intereſt, from time to time, 
continued to pay to the creditors the ſame annual ſums as formerly ; 

| and thereby applied What Was paid beyond the intereſt, to the pay 

| ment of the capital, there could not have been any miſapplication 

1 of the ſinking fund; and the debts by this time would have been 

greatly diminiſhed. Whereas by applying the ſinking fund to the 
ſervice of the year, for the eaſe of the people and advantage of the 
creditors, the conſequences may prove exceedingly in convenient. 
The fourth method of reducing debts is that adopted by Great 
Britain, viz. by reducing the intereſt paid upon them. From this 
we diſcover the reaſon why taxes, even in time of war, are ſeldom 

| augmented in this kingdom much above the eee, of es in- 

| tereſt of the money borrowed. .. 4; 

We have, in the ſecond chapter of he. firſt bank: boldly BET, 
this to be againſt principles, and the authors of ſuch a ſcheme were 
there ſtigmatized as men of no foreſight: we now ſee how much 
people may be miſtaken in their concluſions in political makers,” 
when they are formed upon too narrow combinations.. "OL 

Were capitals intended ever to be paid, no doubt the ee 
would be juſt; but if it be reſolved, that capitals ſhall never be con- 
ſidered as the object of attention, and that the intereſt alone ſhall be 
looked upon as the real burden, then all payment of capitals is un- 
neceſſary, except ſo far as by paying a part of them, it may ſerve 
to reduce the intereſt upon the reſt, by making money regorge in 
the market beyond the uſes found for it. : 

This plan cannot be carried on while a nation is ognged: in an 
expenſive war, which abſorbs all the money to be lent: but it be- 
comes the object of a ſtateſman's care, after peace is reſtored, and 
when trade begins to bring in a balance upon exportations. 

We have ſeen how that balance tends every year to diminiſh the 
capitals due to ſtrangers, and to Keep money at home. Then is the 

2 = e 
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time to extend taxation beyond the uſes found for money to pay the 
iüntereſt. Two or three millions extraordinary, raĩſed at the cloſe 
of a war, and thrown inte the hands of the creditors of Great Bri- 
rain,” in extinction of their capitals, would ſoon engage them to ery 
for mercy.” They would find no outlet but France for ſuch ſums; 
and ix is preciſely after a war, that France is buſy in playing off the 
arbitrary operations on her debts, which reduces her credit too 1d 
for any one to truſt her with money. Let peace continue for a few 
years; confidence will there advance apace, and then it will Due od | 
more difficult to make money regorge in England. © © FONTS 

To ſay that taxes are already beyond all bounds, is, in aer 
words, to ſay the nation is no more in a ſtate of defence: becauſe 
ſhould Britain be again involved in an unavoidable war, the con- 
ſequence will be, either to render more taxes indiſpenſable, or 
to oblige the nation to ſubmit to any terms — I oP! 
enemies. 

If it be a true, that taxes may Ain be: —_— the 
molt proper time for augmenting them, is, at the very cloſe of a 
war; becauſe then every W e er _ gy we 
ſhall now explain. oeh $ | 

We have ſaid above, and experience proves _ en of i it, nt 
at the end of a war circulation becomes too full for domeſtic uſes ;* 
and that the ſuperfluity of money is realized upon property. This 
is the conſequence of a ſudden ſtop in national expence. Were taxes 
at ſuch a time augmented, part of this regorging money would find 
a vent by the augmentation upon domeſtic circulation which taxes 
would occaſion ; which augmentation would circulate into the ex- 
chequer, inſtead of becoming conſolidated with property, as has 
been ſaid, and coming into the hands of government, would be 
poured into thoſe of the creditors, in payment of part of their capi- 
tals. There it-would regorge/a-new; becauſe it is obſerved, in ge- 
neral, that thoſe who have property in the funds are not apt to 
ſquander money when unexpectedly thrown intg their hands; on 

| | 8 
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their income . 11919 
But ſuppoſe it ſhould not immediately regorge,” it would lien 
increaſe expence and conſum ption; conſequently, would advance 
induſtry, and render every branch of exciſes more productive. In 
every combination we can form, public opulence would 'be aug- 
mented: money would regorge at laſt; and then the creditors 
would come with their application to government to ſuſpend the 
reimburſement of capitals, and to accept, in lien ox mn a dimi- 
nution upon the intereſt. | 
This is the golden opportunity for diminiſhing the publie burden 
occaſioned by debts; and this method of compaſling ſo defirable an 
end, is far preferable to. that of compelling creditors to fubmit to a 
diminution, by offering a ſudden reimburſement, which was put 
in practice in Britain in the year 1749, as has been obſerved. Had 
the public waited with patience one year longer, and then thrown 
in a few millions more than they did into the hands of the credi- 


tors, the propoſal of reducing the intereſt would have come from 


Experience ſnews, that when the debts of a nation have come to a height, the 
public eteditors become people of great conſequence, upon account of the eaſe and 
affluence of their circumſtances. They are not expoſed to the many hidden expences 
incident to land proprietors, They are a claſs in the ſtate but lately known; the capital 
of their wealth is hid; and opinions concerning their figure and rank are as yet un- 
formed, Whereas the family of a land proprietor is known; his expence may ſurpaſ' 
that of his. predeceſſors without much obſervation ; but if it ſhould Fall Below. it, he 
commonly finks in the eſtimation of his neighbours, who ſeldom combine circumſtances 
| which can only be gueſſed at. An heir to a landed eſtate, is bred up from his infaney 
with the notion of living like his father : the ſon of a monied man has commonly very 
different ſentiments; and even when any of this claſs takes a turn to expence, the 
luſtre of it is all ciſplayed round their own bodies; that is, in their own houſe, 
and in their own families: no country ſeats, hounds, horſes, ſervants in every quarter, 
family intereſt to keep up, little oeconomy in ſpending. In a word, every one feels 
better than I can deſcribe, that landed men commonly exceed, and monied men con- 

monly live within their income. | 
. 7 the 
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the other quarter; which in all bargains with credivors, is of the 
greateſt conſequence to the debtor. 

- The ſum of intereſt thus diminiſhed, upon an „ to ſuf. 
pend the reimburſements of capitals fora limited time, three queſ- 
tions will naturally occur: 1. Whether the taxes ſhould be dimi- 

niſhed in proportion: or 2. If chey ſhould be allowed to ſubſiſt with a 
a view to apply the overplus of them to national purpoſes: or 3. 
Whether it may not be moſt adviſeable to turn ſuch a part of the 
debts into annuities for lives, as may abſorb the ſaving upon the 
former intereſt paid. The firſt two queſtions I reſerve for the fol- 
lowing book, where they will be fully examined; the laſt is the 
fifth expedient propoſed for acquitting the public debts. - As the 
nature of it is abundantly evident, I ſhall only repeat what I for- - 
merly obſerved, that this method of eſtabliſhing a ſinking fund, 
has the advantage of being leſs expoſed to miſapplications than any 
other - 

The laft expedient of paying off capitals, below the original Ane | 
by the means of lotteries, ſhould only take place after intereſt is 
brought ſo low as to cut off'any near proſpect of reducing it Mill 
farther. - 

I ſhall not pretend to guefs at the loweſt point to which the rate | 
of intereſt may be brought, by the expedients of increaſing money 
at will, by the means of banks upon mortgage. } have in the 
ſeventh chapter of the firſt part of this book, thrown out a hint of 
a land-bank, which opens a very wide field of ſpeculation; but in 

this place, it would be unneceſſary to enlarge upon that ſubject. 
let me ſuppoſe the rate of intereſt brought lower in Britain than 
any where elſe, it will nevertheleſs be ſubject to periodical riſings, 
on many occaſions. 

Upon every ſuch emergency, 3 will ſink in the market 
below par. 

It is then ox/y that a ſtate can have xecounſe to this laſt expedient ' 
of opening lotteries, and taking in ſubſcriptions at the market price 
of the funds ſubſcribed into them. And although the annuities to 

0 be 
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he paid upon the lottery fund be regulated by the rate of intereſt 
at the time, and conſequently conſiderably above the ſtandard of 
the other debts; yet the ſame methods of reducing it afterwards 
will conſtantly de Ape their e and thereby, mini the ca- 
| Pi by degrees. lil af 0: 

In like manner, in time 5 55 war, when: ae public funds fall 
33 in their price, government may open new ſubſcriptions, 
and receive payment for them in their own paper at the market 
price, allowing a ſmall premium in the rate of intereſt. If the 
ereditors willingly ſubſcribe upon theſe conditions, no violation of 
public faith can be alledged. By this operation, the capitals will 
be diminiſhed, and the advanced rate of intereſt paid during the 
war, will return upon the peace to where it was: then the new 
ſubſcriptions may be 0 off, or ſubſcribed for again at a lower 
rate than before. 

Suppole it then reſolved, that in time e of war, the nation's s eredi- 
tors ſhould be allowed, at certain times, to ſubſcribe their capitals 

in books opened at the bank for that purpoſe, one quarter per cent. 
above the ſelling price. Would not this have the good effect of 
ſupporting the price of ſtocks on one hand, and of reducing che 
capital of the national debt upon the other? Example. | 

Let me ſuppoſe that in time of war, the 3 per cents. ſell at 742, 
might not government receive them at 75, and conllitute the new 
ſubſcription at 4 per cent.? What intereſt could any one have not to 
ſubſcribe, who at ſuch a time intends to fell his ſtock? His 3 per 
cent. ſold to government at 75, and turned into a 4 per cent. would 
afterwards, when ſold in the market, produce ; per cent. more than 
if it had not been ſubſeribed into dhe new fund. 
Perhaps in Change alley, where calculation is carried to the ut- 
moſt pitch of refinement, even this eventual advantage to govern- 
ment might ſink the value of the new 4 per cents. Let this be allowed. 
The anſwer is, that when people compute with ſuch nicety, and 
comprehend in their calculations every circumſtance the moſt mi- 
nute, it is, I think, the intereſt of a ſtate (whoſe views ſhould 
; extend 
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extent far beyond the period of human life) to grane a ptemium 
upbn fue ſubſcriptions more than ſuffieient to inuemmify the fud- 
ſcribers; according to 59 nal a loa EY mrs ; 
preſent advantage. x es noc 

The ſmalleſt be to as Ai w_ the nike 15 will * * 
the monied man to ſubſcribe; :eonſequently, the capitals of debts 
may be diminiſhed, at a loſs to the public almoſt imperceptible. 
And for this imperceptible loſs in the mean time, the ee na- 
tional advantage may be obtained at a diſtant period. 

It. is now full time to cloſe this book, which has ſwells FRED 
yond its due proportion. he ſubject of credit and debt W cla. 
nected with many queſtions: relating to taxes, and to che applieation 
of their amount, that the connection of the ſubject would have fut. 
fered little in blending them together. But as I find' it is a great 
relief to the memory to interpoſe, now and then, a pauſe; and as 
tares were intended to bed treated of by themſelves, aceording to 

the plan at firſt propoſed; I ſhall make no alteration in it. 
At the end of the firſt and ſecond books, Iſubjoined a chapter of 
recapitulation ; in the third book, this was ſupplied by a very full 
table of contents; here, becauſe of the intimate connection of the 
ſubject of this and the following book, I ſhall refer the reader to 
the end or the e for a full e 6 W2n916 or both, - 
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Book V.. 


OF PAXES, AND OF THE PROPER APPLICATION 
OP THEIR AMOUNT. 


INTRODUCTION. 


HE ſubject of taxes is ſo cloſely connected with every branch 

of political oeconomy, that I have not been able to avoid 

anticipating a ſubject, which, according to my plan, is left for the 
concluſion of this work. 

What has been hitherto introduced concerning taxation, in treat- 
ing of induſtry, trade, money, credit, and debts, relates principally 
to the effects of taxes upon circulation, prices, and ſeveral other 
things relatively to thoſe ſubjects. 

What therefore remains, not as yet touched upon, chiefly con- 
cerns the principles which determine the nature of every tax, rela- 
tively to the intereſt it is intended to affect. 


N 5 { | 
I > POD To 


F O18 NWI + => 


— 77 Ric * 4 417 arent conſec 1 es Q TAX 1 impoſed 
upon rolſeſons, "and When d upon conſun rears 
which relate directly to the principles of taxation. But in this 

book I ſhall alſo have occaſion to trace out, farther than as yet I 
have done, certain combinations concerning the effects which taxes 
have in multiplying the fund of tirculation: And at the augmen- 
tation of taxes tends greatly to increaſe money, I am thence led to 
examine, how far the adyantage gained by the ſuppreſſion of taxes 
may not be more than compenſated to a nation, by the inconve- 

ces, proceeding from ſo great a diminup 

Faxes have all along been ſuppoſed to e 
ing; we ſhall therefore have an opportunity of inveſti 
proper extent to be allowed to that general propoſuion. 2 115 
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AXES have been eſtabliſhed! in all ages of the world, er 
1 aifferent names of tribute, title, tally, impoſt, duty, gabel, 

cuſtom, ſubſidy, excife ; and endung needleſs to recapitulate, 
and foreign to my ſubject to examine. eee eee 
Though in every ſpecies of this OR) category, there are 
certain characteriſtic differences; yet one E Fe all, 
upon which we definition may be founded. 

- T underftand therefore by tax, in its moſt enen acceptation, a 
certain contribution of fruits, fervite, or money, impoſed upon the mdruiduals 
of a ſtate, by the aff or e 75 he blaue, in order to ind wy's ex- 
j ee eat 
This definition may, I think, include, in cy all Kinds of 
"burdens which can poſſibly be impoſed. ' By fruits are underſtood 
either thoſe of the earth, of animals, or of man himſelf. By ſer- 
vice, whatever man can either by labour or ingenuity produce, 
while he himſelf remains free. And under money is comprehended 
the equivalent given for what may be exacted in the other two 
$ hel | 

I have no occaſion to conſider the nature of ſuch taxes as are not 
in uſe in our days. Tributes of ſlaves from conquered nations are 
as little known in our times, as r . urünence from 
the ſubjects of the ſtate. FO | O79 eee 

I divide, therefore, modern taxes Atto three claſſes. 1 Thbſe 
upon alienation, which I call proportional: 2. Thoſe upon poſſeſ- 
ſions, which I call cumulative or arbitrary: and 3. Thoſe exacted 

in ſervice, which I call perſonal. Theſe terms muſt now be fully 
explained, that I may uſe them * without ee mand 


ſtood. : 19 91, 
| | Agro 


_ 24 or l rf xf CONT Y./ J 
A proportional tax preſents a ſimple notion. 


It is paid by the buyer, who intends: to conſume, at the time of 


the conſumption, while the balance ſof wealth is turning againſt 
him; and is conſolidated with the price of the commodity. 


Examples of this tax eee eee amp. duties, poſt- 


age, coinage, and the like. 

By this definition, two requiſites are neceſſary. for fixing the ta 
upon any. one: firſt, he muſt be a buyer; ſecondly, he muſt he a 
F uma Let this be retan eld. dit el 

A cumulative or arbitrary tax, proſentanacigus fo oat fxitlight, 
Ja cannot well be enge uot the nature of hae been Ned 

by examples. bing 210 tofu mens 
It may be known, 4 intention of it; which i * affect the 
poſſeſſor in ſuch a manner as to make it difficult for him to aug- 
ment his income, in proportion to the tax he payys. 
24a, By the object, when inſtead of being laid upon any deter- 
minate piece of labour or conſumption, it is is made to affect paſt and 
not preſent gains. = 91 
tio, By the circumſtances W Which! it is s levied, plies imply 
no tranſition of property from hand to hand, nor any change 1 in 
the balance of wealth between individuals. 


Examples of cumulative taxes are land-taxes, poll- taxes, window: 
taxes, duties upon coaches and HEFTAYLS» chat upon induſtrie, in 
France, and many others. 

A perſonal tax is known by its affecting the perſon, not the axle 
of thoſe who are laid under it. Examples of it are the corvee, in 
France; the ſix days labour on the high roads, and the. mins ſer- 
vice before pay was allowed, in England *... .. 

Hlaving thus explained what I mean by 8 ba ou 
and perſanal taxes, it is, proper to obſerve, that howeyer different 


The corvi in France is the perſonal ſervice of all the labouring claffes, for carrying 
on public works. Were they paid for in money, it is computed they would amount 
to no more than 1 200 000; livres ee This tax was omitted in the account of the 


French revenue. . þ | 
ia A they 
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they may prove in their effects and conſequetiees; they all agres in 
this, that they 6ught to impair the fruits and not the Fund; the 
'expentes of the perſon taxed, not the ringe 5 the ſervices, vot the 
perſons of thoſe who de them. Mo, = 0. 165d doi AOUGIINAO) 
nis holds true in every denomilnation NE da er ti 
'When atinual tributes of ſlaves Were paid, and even at pi 
among che Turks, where it is cuſtomary to recruit che feragitos'of 
great men by ſuch contributions, I conſider the young women who 
are ſent, as part of the fruits of the people who ſend theinl. This 
zs a fundamental principle in taxation; and therefore public tontri- 
butions, which neceſſarily imply 2 a diminution of 9 capital, can. 


tribution, and did more Wait to that 0 Rho ACh the lun, 
with which it was made, than any thing of the kind e ever boaſted 
of 2 7 a modern fe 
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Of proportional Te axes, and their nes oh 


00 tn Vin exiſts for the uſe of man, ſo far as it is conſi- 
| dered as a fund for taxation, may be claſſed under the fol- 
lowing heads: 1. The produce or fruits of the earth; 2. the pro- 
duce of the induftry of man; or 3. his perſonal ſervice.” Farther, 

Fruits cannot be obtained without the necellary labour of man 
and cattle. As this labour preſuppoſes all the neceſſary conſump- 
tion of maintenance, dec. the produce of the land muſt be under- 
ſtood, with regard to taxes, to be that part of the fruits only which | 
remains 
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oa. 


remains endeten all neceſſary expences in 


making the earth produce them. The net produce alone of the 
earth is to be conſidered as a fund liable to taxation; and every 
contribution which bears not a juſt proportion to that ef 
wrong impoſed, as ſhall be ſneyn as we go along. 

Again, as to the produce of Work: this cannot be e into 
exiſtence without ſome expence, viz. the maintenance of the work- 
man; that is to ſay, his food, raiment, fire, lodging, and the ex- 
pence he i is at for tools, and every other neceſſary. This we ſhall, 
for the future, call his phyſical · neceſſary. The value of the work, 

over and above an equivalent for theſe articles, is the only fund to 

be 2 with regard to the workman. 


A to work itſelf, we have ſeen above (Book II. chap. 26. in the 


Faber. diſtribution of things which may be purchaſed with mo- 
_ ney, how 1 it was ranged under the claſs of things incorporeal. For 


that. reaſon, the work performed cannot come under taxation; and 


therefore. the perſon working, who by work. ACQUixes : a balance j in 
his favour, is brought to be affected by proportional taxes upon the 
articles of his conſumption; and when it is found that theſe articles 
ſuffer no alienation before they are conſumed by him, and conſe- 

quently efcape taxation, then he may either be laid under the cu- 
mulative taxes, which will affect his wealth, or under the perſonal, 
which are paid in work itſelf, and in that reſpe&t may be conſi- 
dered as the fruit of the man. 

Nothing would be fo cafy as a general rule for impoſing propor- 
tional taxes, did the labourers of the ground actually __— a 
Part of the fruits of the earth, and the other induſtrious cla 
part of their own work, in, lieu of this phyfical- neceſſary. Ig d at 
caſe, nothing but what remained of fruits and work, not already con- 
ſumed by the immediate e producers, would come to market for the 
uſe of thoſe who do not work; but who Nay ar an equivalent to give 
for i Dont of. the produce of paſt induſlr ry. V Were that, I fay, the 


(Mi 7 71510 
Kale, th wen. at the time 0 alienation lor, 3s WC expreſſed it in the 


26th SARS of the ſecond book, Ft the time Ka tbe balance of 
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Wealth is going to turn in favour of the induſtrious, againſt the 
idle conſumer) a tax proportional to the value of the alienation 
might, with the rome proPricty; nn as We ſhall eng | 
diſcover, 

This, I hope, will recalF to mind the principles Ae in the 
chapter above cited, where we made it appear, how the induſtrious 
claſſes, who furniſh conſumable commodities for the price of their 
overplus, muſt conſtantly have the balance of wealth turning in 
their favour: and when once they arrive at a certain degree of-eaſe; . 
proportional to their ambition, then they give over working, and 
become POR” into the claſs. of thoſe who have A 
them. 

Thus matters go on in a perpetual erle- The induftrions: be- 
come eaſy, and the public lays the conſumers under a perpetual 
contribution in proportion to their expence. | 

The hypotheſis we have made, is not entirely agreeable to matter 
of fact; becauſe the operation of taxes is far more complex than 
we have deſcribed it to be; but by ſimplifying it, as I have done, it 
ſerves to give an idea of the reſult, or general conſequence of pro- 
portional taxes, which, when properly impoſed, do affect the idle 
only, but never the induſtrious. | 

Were, I ſay, the operation of taxation as ſimple as we have repre- 
ſented it, nothing would be more eaſy than to deduce its principles. 
Nothing would come to be refunded to the labourer or work- 
man, at the ſale of his ſurplus. This ſurplus would be equal to 
the whole produce of the carth, and whole induſtry of the country, 
deducting the phyfical-neceſlary of all the induſtrious; and this 
phyſical- neceſſary need not then be deducted; becauſe it is ſup- 
poſed to be conſumed in the very production of the ſurplus, as 
the aqueous part of ſea water is conſumed before you can have 
the ſalt. | | 5 

This illuſtrates What has been ſaid, viz. that the fruits of the 
earth are only to be reckoned to exiſt, after deducting the neceſſary 
expence of providing them. For * in fact a farmer poſleſſes 


all - 


3 
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all his crop after harveſt, yet part of it, as to him, is virtually con- 
ſumed out of his own ſtock, or that of others who have furniſhed 
.him food and neceſlaries all the time it was coming forward: con- 
ſequently, that part neither belongs to the ground, or to the farmer. 
If it be urged ſtill, that the whole muſt be ſuppoſed to exiſt with 
regard to the ſtate, I agree to the propoſition ; but according to our 
argument, it muſt not be ſuppoſed to exiſt in favour of the ſtate, to 
.the prejudice of the farmer; for this reaſon, that the total of the 
farmer's expence mult be underſtood to have been taken from the 
ſurplus of other people's induſtry, and therefore if the crop be ſup- 
poſed to exiſt with reſpect to the ſtate, becauſe it is in the farmer's 
yard, the ſurplus of induſtry which he has conſumed mult not be 
ſuppoſed to exiſt in favour of the ſtate, at the ſame time. But as 
the farmer is ſuppoſed to have paid the tax upon what he has bor- 
rowed and conſumed, he mult draw it back from thoſe who, in their 
turn, are to conſume his crop: and if he draws it back, he cannot 
be ſaid to pay it, although the ſtate profits of it as much as if he did. 
Does it not appear from this analyſis, that a ſtate can only take 
gratuitouſly and proportionally out of the ſurplus of fruits and in- 
duſtry? Now what is here called ſurplus, relatively to the induſ- 
trious, is the neceſſary fund of conſumption for all the rich and 
idle; conſequently, were the ſtate to diminiſh any part of the quan- 
iy, the idle and the rich would be deprived of a ſufficiency: but 
in regard that thoſe who do not work give money, which is the 
price of all things, in exchange for what they conſume, there the 
ate ſteps in, and ſays, we atk nothing of thoſe who have no- 
thing but their phyſical-neceſlary, this they have been allowed to 
take; we take none of their ſurplus from them, this we allow them 
to ſell to you: but as for you, who do not work, and have in your 
coffers wherewithal to purchaſe the labours of your induftrious 
brethren, this labour you ſhall not profit of, unleſs you give the 
late a certain value out of your wealth, in proportion to the work 
and fruit you are going to conſume, although you have contributecl 
nothing towards the production of it. | 5 
VOI. Il. 8 " WES | Hence 
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Hence it appears evident, that without money there could be no 
tax impoſed : for were. the ſtate to take their proportion of the. rl 
ſurplus, and diſpoſe of it out of the country, a part of the inhabi- 
tants would be ſtarved. But by an equivalent's being found, quite 
different from the ſurplus itſelf, of no uſe for ſubſiſtence, the 
whole produce of induſtry is left for the uſe of thoſe who have it; 
the ſtate takes what part of the equivalent they pleaſe from the idle; 
and no body ſtarves, but ſuch as have not money, nor induſtry, 
nor the talent of exciting the compaſſion of the charitable. 

By this ſimple. repreſentation of a moſt complicated operation,. | 
1 have been able to deduce the capital principle of proportional 
taxation. If the reaſoning be found ſolid, it may be retained ;, 
e we ſhall have occaſion to recur to it, at 4. _ new: 


A 


. # 
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CHAP. III. 


How Wee Taxes are drawn back by the mne and 
how that drawing back is the only reaſon why Taxes raiſe the 
Prices of Commodities. 


HAT perplexes our notions in the theory: of proportional, 
taxation, is, that the induſtrious man, inſtead of bringing 
his ſurplus to market, is obliged.to bring the whole of his work 

Let me, therefore, ſuppoſe him to be creditor upon one part of. 
his work, and proprietor of the other. This will divide it, as it. 

were, into two parts, Which I ſhall call (A) and (B). 
(A) repreſents that part upon which ie is creditor, and anſwers 
to all the expence he has already been at; that is, to his phyſical» 
neceſſary, as we have called it. This we have ſaid ought to be con- 
ſidered 
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ſidered 'as 4 vioually- conſumed: by the workman, and if a tax be 
raiſed upon it, it muſt not affect him; that is, he muſt draw it 
totally back from the perſon to whom he diſpoſes of it. (B) on 
the other hand, repreſents that part of which he is proprietor, to 
wit, his profit; and therefore may either be taxed or not, as the 
fate ſhall think fit. 

If it be taxed in the hands of PE induſtrious man, withoue ſuſſer- 


ing an alienation, the tax will be of a cumulative nature. If it 


be left free to him, and taxed to the perion who buys it, it will be 
of the proportional kind, as we ſhall ſec afterwards. Again, 

In the fuſt caſe, it will check the grow ing wealth of the induſ- 
trious man; in the ſecond, it will accelerate the diſſipation of the 
buyer. 


Taxes, i of the firſt kind; are proper to be 1 90 TT 


countries where the ſtate is jealous of growing wealth, as we have 


. obſerved in the 25th chapter of the ſecond book. If the tax, again, 


be laid upon the buyer, then the balance turns in favour of the in- 

duſtrious man, in proportion to the full amount of (B), and pro- 

duces no other effect than to accelerate the difliparion of the buyer. 
| Tet us now take in a new combination. 

If, when the work is brought to market and ſold, the price ſhall 
not exceed the value of the induſtrious man's (A), then he is of the 
claſs of thoſe we call phyficatneceſſarians, who accumulate no profits. 
If the price of it be leſs than (A), he becomes a load upon the ſtate, 
a bankrupt to thoſe who have fed him upon credit, and will die * 
want, unleſs he be ſupported by charity. | | 

80 far with regard to the ſeller: next as to the i 

The buyer appears at market with his money. When he comes 
there he muſt give, firſt, an equivalent for the prime coſt of the 
merchandize; that is, he muſt refund every expence neceſſarily in- 
curred in producing it; or he muſt refund the value of (A). Next, the 
induſtrious man has a claim upon him for his profits, viz. his (B). 
Then comes the ſtate, who claims a part of his wealth, in regard 
—_ __ is going to purchaſe what his own induſtry has not pro- 

„ | duced. 
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duced.” This 48 the tat; Thall Fett it (e), This tar will; be foufd 
op the proportional Wind.” it wilt not affect the growing wealth of 
the ſeller, but it Will accklefate the diſſipation of the buyer; and 
will Pull down the feale Againſt him, in favour of the induſtricus. 
| This i: is 2 proper ta tax, in countries White the ſtate obſeries the maxim 
of ſharing the wealth of thoſe who diffipate. © 0 Pn 
Let us now take in anotlier combination. Let us uppoteit 
buyer to be an induſtrious perſon, and the thing bought to be a ne- 
ceſſary material for the manufacture in which he is employed. Is 
it not plain, that when the ſecond induſtrious man comes to mar- 
ket to ſell his work, which I alſo ſuppoſe compoſed of his (A) and 
his 29 that his (A) is a ſtill more compounded body? It firſt in- 
cludes his own phyſical-neceſlary, as above: 2. the (A) and (B) of 
the man from whom he bought the materials : and 3. the (O) which. 
he paid t to the flate for the liber F of 1 WE he uke 
had not produced. 

Whoever therefore buys from che ſecond induſtrious man, muſt, 
in like manner, refund to him his full (A); he muſt alſo pay him 
his (B); and then he will find the ſtate claiming their (05 as in the 
former operation. ' 

This being done, let us examine the intereſts of all parties. The 
firſt induſtrious man has no reaſon to complain of the tax; becauſe 
he was paid his neceſſary expence (A), and alſo his (B) for his pro- 
fit; and the ſtate realized the tax at the expence of the ſecond in- 
duſtrious man, who paid it. Now we ſaid that the diſſipation of 
his wealth was accelerated 1 in proportion to the value of what he 
| paid for (C); but as he is none of the idle, and as the thing bought 
Was a material neceſſary for his manufacture, the ſecond buyer 
finds himſelf obliged to refund the whole amount of the firſt TA), 
(B), (C); becauſe the ſum of them make a part of the ſecond man's 
(A). Now it is the refunding of this (C) to the induſtrious man 
which is the only circumſtance, from which proceeds the riſe in 
the price of commodities, in conſequence of proportional taxes. 
Moreover, the ſecond buyer muſt 0 the ſecond induſtrious man's 
OG, in 


4 
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(B), in favour of the balance which is going to turn l him; 
and laſt of all, he muſt pay the ſecond (C), which is che ſhare che 
ſtate requires of him, in order to accelerate his diſſipation. | 

Nov let us obſerve, that if the commodity bought by the ſecond 
induſtrious. man, be not neceſſary for the exiſtence of his many- 
facture, it cannot enter into his (A), and therefore muſt be dimi- 
niſhed upon his (B); and if his (B) cannot pay it, then he will owe 
it to ſome body, and for the future muſt either abſtain from ſuch 


expences, or leave off working, in favour of thoſe who can live | 


without them. 

Let me illuſtrate all this by an RSA 

A tanner ſells his leather to a ſhoemaker ; the ſhoemaker in pay- 

ing the tanner for his leather, pays the tanner's ſublitence and. 
profit, and the tax upon leather. 
The man who buys the ſhoes for his own ts ent refunds 
all this to the ſhoemaker, together with his ſubſiſtence, profit, and 
the tax upon ſhoes; conſequently, the price of ſhoes are raiſed, 
only by refunding the taxes, paid by the induſtrious. 

But if the ſhoemaker's ſubſiſtence ſhall happen to include cither 
tavern expences, or his conſumption on idle days, he will not draw 
theſe back; becauſe other ſhoemakers who do not frequent the ta- 
vern, and who are not idle, will underſell him: he mult therefore 
take his extraordinary expence out of his profits; and if his profit 
be not ſufficient, he muſt run in debt to the tavern-keeper. ; 

The extravagance and idleneſs, therefore, of particular workmen 
docs not check induſtry, nor raiſe prices; for theſe will always be in 
proportion to demand, and there is no reaſon why demand ſhould ei- 
ther riſe or fall, becauſe a particular workman is extravagant, or con- 
ſumes a commodity not neceſſary for his manufacture or ſubſiſtence. 

From this example there ariſes a new combination : that 1 in pro- 
portion as the induſtrious do not conſume of the. produce of their 
own induſtry, but come to market with the whole, and then pur- 
chaſe the work of others, they are conſidered, as to taxes, in the 


light of idle daaſumerg, who do LS work, but purchaſe with 
83.1 | | money 
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money the t the induſtry of others. By this operation, che tax - 
is augmented beyond the extent of the general ſurplus 
called (B). The reaſon is plain. Whatever is brought to market 
is ſuppoſed to be ſurplus, as it may there be bought by the idle, as 
well as the induſtrious. The only difference is, that the firſt do 
not draw back the tax, and that the ſecond do, as we have e | 
ſhewn. 12 

From this ele e may 3 hs Peaks to * 
portional taxes to their utmoſt extent, is to draw all commodities to 
market, to engage every one to carry thither the whole gde . of 
his induſtry, and buy whatever he ſtands in need of. 41 181 | 

But which way will you engage either a farmer to ſell his SIR 
buy ſubſiſtence from another; or a ſhoemaker to fell his own, and 
buy his neighbour's ſhoes ? The thing is impracticable ; and were 
it attempted, it would prove an arbitrary proceeding, and a cumu- 
lative tax laid upon their induſtry:  a+tax which, by the nature of 
it, they cannot draw back, as we ſhall preſently ſee, and from this 
circumſtance alone proceeds the whole oppreſſion of it. 
Let me next analize the price paid by the laſt buyer, whom we 
have called the rich and idle conſumer of the manufacture, who. 
can draw nothing back from any body. | | 

Is it not compoſed of the whole value of the ſubſiſtence, of the wouk) 
of the profits, of the tax? The whole reimburſement of all former 
payments and repayments lands upon him. Thoſe who have been 
at all the expence, appear in the light of his ſervants and agents, 
who have only advanced money upon his account, 

How abſurd, therefore, is it either to ſay, that all taxes fall ulti- 
mately upon land; or as others, for no better reaſon, pretend, that 
they fall upon trade. I ſay, that this category of taxes which I have 
now been deſcribing, and which I ſhall ſtill more fully explain in a 
ſubſequent chapter, never can either fall upon, or affect any perſon | 
but the idle; that is to ſay, the not induſtrious conſumer. If there be 
found a poſſibility for any conſumer to draw back the tax he has paid, 

I ſay heß is 5 of the claſs of the induſtrious, in one way or other: and 
I farther 


3 
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1 farther ſay, that ſuc i tat raifes We price ohe commodity. But 
by drawing back, I uffderſtagd, cat theTepayment'ts un inſepar- 
able conſequence of Bis having paid the tax. I do not, for example, 
ſay that a place man draws back his taxes by the emoluments of 
his Ware but I ſay a eee n his n ty the ſale of 
his beer. PA W280 51001 9117 38, 5 n 3 

Let mis cds alfo- be retained, that with 1 02 to the con- 


ſumption of ſuperfluities by the manufacturing claſſes, they muſt 


be conſidered as being of the claſs of the rich and idle, as much as 


the firſt Duke in England. When therefore the extravagance of the 
manufacturing claſſes becomes general, and when the rate of the 


market can afford them great wages, relatively to the price of neceſ- 
ſaries, ſuck profits conſolidate: into the price of the manufacture 


according to the principles laid down in the roth chapter of the 


ſecond book. The ſtateſman then muſt endeavour to create a com- 
petition, by introducing freſh and untainted hands into ſuch 
branches. This will be a ſure check upon the induſtrious; and; if 

_ rightly applied, will prevent all frauds, all pretences for the riſe of © 
the price of labour on account of taxes: and, if carried to the full 
extent, will prevent any induſtrious perſon from enjoying either 
a day's idleneſs, or the ſmalleſt ſuperfluity ; except in a | 
of his nnn ene or extrinſic e = 


q HAN W. 
Of cumulative Taxes. 


SHALL not here repeat what I have already faid concerning 

the characteriſtics of this kind of impoſition; but after citing 
ſome examples, I ſhall. examine it more Kaaſelg. as to its nature 
and eee ä 
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The moſt familiar examples of it to an Krieg, age; tirhes, 
Ay: -window-tax,” and poors-rates. * 5 
The moſt familiar examples to a enn are ah Taille, 3 
and U Hencil, (Which go commonly together) alſo the Capitation, the 
Dixieme, the Vingtieme, and the Mduſftrie *. | e 

The nature of all theſe taxes, is, to aſſect os adorns creme 
and profits of every individual, without putting it in their power 
to draw them back in any way whatever; conſequently, ſuch taxes 
tend very little towards enhancing the price of commodities. 
Thoſe who come under ſuch taxes, do not always conſider that 
their paſt induſtry, gains, or advantages of fortune, are here in- 
tended to ſuffer a diminution; in favour of the ae for nen out. 
going they have, perhaps, made no proviſion. Nn 

When people of the lower claſſes, inſtead of being ſubjefted « to 
proportional taxes, are laid under ſuch impoſitions, there reſults a 
great inconvenience. - They are allowed to receive the whole profit 
of their induſtry, which in the former chapter we called. their (B), 
the ſtate however reſerving to itſelf a claim for a part of it: this, in- 
ſtead of being paid gradually, as in a proportional tax, is collected 
at the end of the year, when they have made no proviſion for 1 it, 
and conſequently, they are put to diſtreſs. x 

Beſides, how hard is it to deprive them of the power of fine 
back what my * And how ill judged to truſt money with thoſe 


* The Taille is properly a lad en, to which men called noble are not ſubjected. 
The reaſon of which is, that it was originally impoſed in lieu of ſuch perſonal military 
ſervices as were peculiar to the lower claſſes. 

The Fourage and Uſtencil are laid upon all thoſe who pay the taille, and are in pro- 
portion to it. The firſt is appropriated for the ſubliſtence of the cavalry, when a3 are 
in quarters; the laſt for kettles and ſmall utenſils for the infantry. 

The Capitation is the poll-rax. The Dixiemes and Vingtienes have been akcad 

explained, and tithes are well known to every one. 

The Induſtrie is that impoſition arb'trarily laid on by the Intendants of provinces, 
upon all claſſes of induſtrious 3 in e to their 1 1 in every 


branch of buſineſs. . 
who 
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who are ſuppoſed. only to gain an eaſy 1 An 
equivalent for procuring the articles of eaſe and luxury, ſhould 
not be left in the hands of thoſe who are not permitted to enjoy 
them. | 

From this we may IE © That the more fuch taxes are 
proportional to the ſubject taxed, 2. the more evident that propor- 
tion appears; and 3. the more frequently and regularly they are 
levied, the more they will reſemble proportional taxes, and the leſs 
burden will be found in paying them. Let me illuſtrate this by 
ſome examples. 

The ſtoppage upon a ſoldier's pay, either for the invalids, or 
Chelſea, is a cumulative tax; but the method of levying it gives 
it all the advantages of one of the proportional kind. 1/, It bears 
an exact and determinate proportion ro the value of his pay. 
24ly, This proportion he knows perfectly. And 3tio, Inſtead of 
receiving the whole into his own poſſeſſion, and paying the hoſpi- 
tal at the end of the year, it is regularly and gradually retained 
from him at every payment. 

Tithes are a cumulative tax; but they are accompanied with all 
the three requiſites to make them light; although in other re- 
ſpects they are exceſlively burdenſome. 1/, They bear an exact 
proportion to the crop. 24ly, This proportion is perfectly known. 
zaly, Nature, and not the labourer, makes the proviſion. But 
they fall upon an improper object: they afſe& the whole produce 
of the land, and not the ſurplus ; which laſt is the only fund that 
ought to be taxed. | | 

The land-tax in Scotland bears, 1/, a very determinate propor- 
tion to the valuation of the land; and has, 2%, the advantage of 


being well known to every contributor ; ſo that proviſion may eaſily 


be made for it. But the third requiſite 18 wanting : the proprietor 
having the public money in his hands, often applics it to priyate 
purpoſes; and when the demand is made upon him, he is put to 
diſtreſs. | 

VOL. 1I. "WES The 


n 
- 
7 
o 
* 
= 3 
0 
4 I 
"FM 
F. * 
/ n 
+ * 
my 
* + 
1 1 
* 
1 
9 
1 
2. m 
x 
=» 
+ 
: * 
1 
» 
— 
* 
'2 4. 
* vr 
Tz 
4! 
* 
: + 
."_ 
4 bs © 1 
5 1 
0 k 
1 
a * 
1 
1 Wi 
= 
EI 1 
3 
1 
R, "4 » 
3 
15 


> = - — * . KS : * * s Ix 8 « 5 +. 4-24 
— r ed tes WT 
Oar 3 2M I wer rye RA dtd Mee rene 
3 . * F TIS 4 —_ Fg 
< » © * * 
22277: wee... e-1 

498 — — D þ *. * 2 


— HA 
— S 
4 


8 4 1 2 on 
15 . n he 2 — 3 N * - ar 2 . 
5 r 8 JON 6 \ & . LITE * % © — 
r . 
"= E 3 Pn — E 
r * n N 
A Ser 2 :— e, 


48 AN WHAT O TE Ritts Bob EV 


vir 4, if tan provinees'of Frante, bears, fi, a very exact 
proportion to the value of the lad s. 
But in the ſecond place, the Proportion is eireh unknown 6 
the man who pays it; being nowhere to be ſeen bur 5 in the ne 
6f the intendant and His deputies. IgE a Of road COPE 
And in the laſt place, the whole baymeßt 6 comes at once. | 
What hides, and conſequently deftroys this proportion, is, 1450 
after the diſtribution is laid on, as in Scotland, at ſo many miillings 
in the pound of valuation, the full ſunt intended to be raiſed does 
not come in; either becauſe the intendant has given excniptions to 
certain pariſhes, on account of the accidents of ſterility, Hail, mor- 
tality among the cattle, and the like ; or becauſe the property of a 
part of the pariſh has fallen into the hands of people exempred 
from the taille; or that others, who were really bound to pay part 
of it, are become inſolvent. The intendant muſt then make a 
ſecond, and perhaps a third general diſtribution of the deficiency 
upon all the contr ibutors, in the moſt exact proportion to the firſt, 
but yet by their nature impollible to be foreſeen. It is for theſe 
reaſons chiefly that the alle in that kingdom i is ſo grievous. 
"7 TREE ſecond diſtributions of the tax, 1}, deſtroy the proportion 
between the tax and the revenue taxed. 24%, They make it im- 
poſſible t to judge of the amount of them. And laſtly, the demand 
comes at once, when, Perhaps, the money has been atherwiſe ap- 
The French tax upon induſtry is more grievous till ; bec Fa 
none of the three $25 roared above-mentioned are allowed to 
operate. | „ C 
This tax is ſuppoſed to > be proportional to the profits fide upon 
trade, 725 other branches of induſtry, n not having the land for“ 


14.4 Hl. 


This fort of taille is eattea raviffte\ "becauſe it is iinj6led accvrdirig to a valuation 
of the land. It is à late imptovement⸗ on Rilt-is TRY to numberleſs inconvent- 
ences, which ate mentioned in the text. 6 ub 


* | 31 ' {1 tA. 
= | their 


odr. V. Of POLATEGAL QBGONOMY: , agg 
their object. All merchants and tradeſmen, in cities, and in che 


country, pay the tax called ladeipie, and the reaſon siven for eſta: 
bliſhing this tax, as I haye, ſaid. in another place, is in order to 
make every individual in the ſtate contribute to the expence of it, 
in proportion to- the advantages he reaps. Nothing would. be more 


juſt, could it be put in execution, without doing more hurt to * 


Rate, than the revenue drawn, from it can do good. _ 
-L ſhall now ſhew how, in this tax, all che three requiſites We 
haye mentioned are wanting. N N 
ino, By its nature, it can bear no exact proportion to the profits 
of the induſtrious man; ſince nobody but the perſon taxed can 10 
much as gueſs at their extent, | | 
,2de, It cannot poſſibly be provided a as no check can be p pur 
5 upon the impoſer, unleſs ſo far as general rules are laid down for 
_ each claſs of the induſtrious ; and from theſe again other i incon- 
veniences flow, as ſhall be obſerved. 
.3tw,'It comes at once upon poor people, who 1 — been fre- 


quently: forced to beg for want of employment before the tax 


gatherer could make his demand; and thoſe who, remain, fre- 
quently become beggars before they can comply wh = 
I ay, that from the general rules laid down for regulating this 
tax, as to every claſs, a workman who has a large family to main- 
| tain, is no leſs taxed than one who has no charge but himſelf: and 
it will be allowed, I believe, that the profits of one induſtrious 
perſon. of the lower claſfts, is in no country ſuſhcient to pay any 
conkiderable tax, and maintain a large family, much leſs a ſickly 
one. I therefore imagine, that cumulative taxes never ſhould be 
raiſed upon ſuch claſſes of inhabitants as have no income but their 
Fer fp induſtry, which is ſo frequently precarious. 

Merchants alſo ought not to be ſubjected to any tax upon their 
induſtry. 1 They ought to be allowed to accumulate riches as fall 
as they can: becauſe they employ them for. the advancement of 
' induſtry ; and every deduction from their profits is a diminution 
upon that fo uſeful fund. | 7 | 
| 5 A | When 
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Fo AN NOT INTOATHE PRINGIPLES BN v. 
Wen cumtilatioe tres are laid pon any of che dt trio 
claſſes, they tend to check growing wealth ; and are Furrri- 
Harty impoſed th Monarthical eee _ riches ure apt wo Excite 
Jjealduly, As Has Beth O&fervea on nn nn od Yoo nn man alan ny 

But às to tHe cuts f land proprietors ee Me More 
wealthy inhabitarts, who live upon a revemue already made, he 
impropriety of cumulative taxes is much leſs. They are however 
*bardenſortic; and Aifugrecable in all caſes, and ought to be diſ-. 
penſed with, when the neceffary ſupplies can be made out hy pro- 
portional taxes, Without wh * prives * mn Wr for 
the proſperity of foreign trade. Hach 

From the examples I have given of this sen 'of ration; 1 
hope the nature of it may be fully underſtood, and 'that-Hfor the 

future no inconvenience williariſe from my employing n. 
of cumulative tax. I ſhall now ſubjoin its definition. Lo > 

A cumulative tax, is the accumulation of that return which et 5 icli 
vidual, zvho enjoys any ſaperfluity, ewes daily lo the Rate, for the Age 

He receives by living in the ſociety. As this definition would not have 
been underſtood. at ſetting out, I thought it proper, firſt, ns 
the nature e of the 0) Bw to. * defined, | 


CHAP. * 


0 07 40 Tnconvenience ces. bib Proce eed from Irena nue, | 
00 an 1 „ the ue 0 ene e 
PROPORTIONAL tax, as ” i ſaid. is i 
levied upon the idle conſumer, at the time he buys the 
Y | | cy « and alk by conſuming it, the balance of wealth 
s turning againſt 58 in favour of We ſeller, This tax is conſo- 
lidated 


ena v. or rtr rA R eng. 


891 


Udated as it were with the: prier of tlie commodity, . 
neceſſity raiſe it. S õονjͤ Ad of BH vo es 


I ſay, dt is levied at the ume of buying, and affects the buyer, 


in conſequence of his conſumption; becauſe we have ſeen, that 


a ſubſequent. alienation he is refunded all he paid. I conſider 


him clierefore, in that caſe, not as poyeng;' but as aduνEA. it for 


another; and while any pant af the commodity, remains uncon- 
fumetl, there ſtill remains the equivalent of a 


to ſhew their nature andl conſequenoes. 


— * 


110 wiiens. 3 Ke | 


_ The moſt familiar 10 an Pngliſhman are. nie ae, mal 
. 5 2 ſtamp-duties, and the like. Got won 8 Til f 


ö eee the gubelle, the traitiet, the aides, adn Py 
In all kinds of nnn we find N lng 
burſed 


e gobtllr is a branch of the Pore tte, ia ends ur un det upon Alt. 


The manufacture of the commodity is in the hands of tlie farmers; and they, for a 
liberty to ſell ſalt at a certain price, far above the expence of the manufacture, pay to 
the King an annual revenue of 28 millions of livres. 

This I call a proportional tax, relatively to conſumers; although in reallty no tax- 


| gatherers are employed for the collection of it, contrary to what is the caſe of all ex- 
ciſes ; which are never farmed by government to the manufacturers of the commodity | 


taxed, 
The traittes, or, as they are otherwiſe called, the five great farms, were eſtabliſhed 
by Colbert, when be took 'awiy a multitude of cuſtoms paid upon the tranfportation 


of goods from one province to another. They anſwer very much to our cuſtoms, or 
to the duties of tunnage and 9 and are let to the farmers * tor the ſum 


The pb is of che 8 wn. The farmers ed, | 
chin preg of ſg it at a price fixed by the King. 
For che TO e 15 millions. : 


140 C 


! 
& © Sf 4 


of the tax in the hands of him who advanced it. Fac wml 


I T ſhall now proceed, as in the former chapter, by giving ſome 
examples of fach-impoſitions+; r 
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burſed from hand ro hand; it adheres ſo bloſely to the commodity, 
that it becomes as eſſentially a part of the value, as carriage, pack- 
ing, and the like incident charges, enter into the prices of goods. 
It never can affect the induſtrious perſon who does not conſume; 
and never can be àvoided by him who does. 3 taxes "therefore 
neceſſarily raiſe the price of the commodity taxed. EE 1 
Having already pointed out the principal eee of propor- 
tional taxes, which is to throw the whole of the burden upon the 
rich, whom we have called the idle conſumers; the better to diſtin- 
guiſh them from the opulent claſs of the induftrious ; L muſt now 
enumerate the principal inconveniences complained-of, from this 
mode of taxation, and trace out We, wee n high er 


may be aſcertained and removed. if 00 107 = 
The principal inconveniences alledged againſt proportionaleae | 
may be reduced to three * 


Imo, That they have the effect of raiſing ht price of ae and 
the produce of n ne erer to the aer 
| wh of foreign trade. 501 

2d, That they diſcourage 81 by carrying Shag prices 
of many things too high for people of a middling rank in life. 

zZtio, Thar they are both expenſive in the collection, and oppreſ- 
ſive, from 5 e wenne A e i in order to pre- 
vent frauds. 1 | CHEIE C4tHt9 03% 1310 | 

In analyzing every one of Wete inconveniences, it will be proper 
to inquire, how far the concluſions againſt thoſe taxes are drawn 

from matter of fact ; how far from plauſible Een only ; 


© # Bb (35 3 

The 5 reſemble. our 1 more e than. thoſe we have mentioned. They conf & 
in duties upon liquors, either brought into towns, or fold by retail in public houſes ; 
and upon all articles of food ſold in corporations, except grain of every kind, which 
is free. They comprehend alſo a multitude of other duties ſuperfluous to- enumerate, 
They are collected by tax · gatherets at the gates of every town, Who alſo have accels 
to all public houſes, where retail is laid under additional rates. The aides are farmed 
at 38 600 coo livres. Theſe were the rates in the farms let in 1753. They have 
been ſince augmented in 1762, as has been obſerved. | 


and 
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and forfar asuhey are real, net imaginary, $odiſcover the meta 
of removing them. lr n 1 g R VIS 2g 21 it 18117 
As the firſt eee in raiſing the price of all Kinda of 


labour, and conſequently of manufactures, I muſt diſtinguiſh, be- 


tween the conſequence of raiſing prices at home, and of raiſing 
them upon articles of exportation; and I muſt | conſider the one 
and the other relatively to che cee, n of . and not to 


ſome few individuals in it. Hs 3 


High prices at home are no eee to cake induſtrious, 
moſt certainly, however diſagreeable they may prove to conſumers; 
and while they ſtand high, it is a d en abe; nn of the 
coniſumers does not diminiſh. EN 
High prices upon goods to be ca are to be 3 of 55 
the proportion they bear to thoſe in other countries. 
Now the price of a manufacturer's wages is not . by 
the price of his ſubſiſtence; but by the price at which his manu- 
facture ſells in the market. Could a weaver, for example, live 
upon the air, he would ſtill ſell his day's work according to the 
value of the manufacture produced by it, when brought to mar- 
ket. As long as he can prevent the effects of the competition of 


his neighbours; he will carry the price of his work as high as is 


conſiſtent with the profits of the merchant, who buys it from him 
in order to bring it to market; and this he will continue to do, 
until the rate of the market is brought down... , . 
It is therefore the rate of the market for "pci, and manufac- 
tures, and not the price of ſubſiſtence, which, determines, the 
ſtandard of wages. Were proportional taxes to raiſe the price of 
ſubſiſtence, and by that circumſtance to diſcourage manufactures, 
we ſhould ſee the generality of workmen living with ſobriety, 
depriving themſelves of ſuperſluity, confining themſelves to the 
plain but ſufficient phyſical-neceſſary, working with all the aſſi- 
duity that a man can ſupport, and fill not, able to ſupply the mar- 


ket at the ordinary rates. 1 
When 
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ers, who live 


When in any country -the work of manufa 


luxuriouſly, and who can afford to be idle Son days of the week, 


and ſtill live upon their wages, finds a ready market, this circum- 


ſtance alone proves beyond all diſpute, that ſubſiſtence in that 


country is not too dear, at leaſt in proportion to the market prices 
at home; and if taxes on conſumption have, in fact, raiſed the 
price of neceſſaries, beyond the former ſtandard, this riſe cannot, 
in fact, diſcourage induſtry: it may diſcourage idleneſs ; and idle- 


nefs will not be totally rooted out, until people be forced, in one 
mo or other, to give up both fuperfluity and days of recreation. 


people are very apt to draw:cancluſions from what they think 


ought to be, according to the particular combinations, they form 
to themſelves ; and for this reaſon it is generally thought, becauſe 


taxes are higher in England than in ſame other countries, that 
Foreign trade ſhould therefore be hurt by them. But the floth and 
idleneſs of man, and the want of ambition in the lower claſſes to 


improve their circumſtances, tends more, I fuſpect, to circum- 


ſcribe the productions of induſtry, and thus to raiſe their price, 
than any tax upon ſubſiſtence which has . e emed ne - 


- that Kingdom. 


' The whole of this do tine is proved. by experience, d is con- 


firmed by our natural feelings. Many have been amazed to ſee how 


well the manufacturing claſſes live in years of ſcarcity, which 
frequently have the effect of doubling the price of the moſt neceſ- 
ſary articles of ſubſiſtence. Are they not found, in bad years, 
more aſſiduous in their labour? Do they then frequent ale-houles, 
as in the years of plenty? Are they found idle one half of the 


week? Why ſhould a tax laid on by the hand of nature prove 


ſuch a ſpur to induſtry ; and another, ſimilar to it in its effect, laid 
on by the hand of man, produce ſuch hurtful conſequences? 
Were a tract of bad years, I dare not ſay an increaſe of taxes, to 
continue long enough to bring manufacturers to a habit of ſo- 
_— and 15-6 See wenn a return of Os and low prices, would 
6 throw 


Char. V. OF POLTTICAL/OECON 0 MY. ..- and 


nn what many of neee in riot and 
prodigality. 1 

Even this concluſion will be too ae if every ee be 
taken in. Manufacturers there are, who work hard, and live ſo- 
berly fix days of the week, and who at the end find little ſuper- 
fluity, notwithſtanding the high price of labour. Alas! they 
have many mouths to feed, and only two hands to ſupply the ne- 


ceſſaries. This is the fatal competition ſo much inſiſted on in the 


firſt book, and by which a door is opened to great diſtreſs.” Either 


the unmarried gain what the married ſhould, and become extra- 


vagant, or the married gain no more than _ unmarried can do, 
and become miſerable. 17 5 8 | 
The average between the two ought to determine the rate of 


© wages in every modern ſociety. 


- The remedies for this a competition, flowing from the 
happy liberty we enjoy, have been conſidered in another place. 

The inconvenience here under examination will not be removed 
by an abolition of taxes; nor will it increaſe by the augment: ation 
of them, as long as manufacturers, upon an OR enjoy ſu- 
perfluity and idle days. 

Under theſe circumſtances I conclude, that if head trade 
ſuffers by the high prices of commodities in our markets, the 
vice does not proceed from our taxes, but from our domeſtic 
luxury, which ſwells demand at home. Were we leſs luxurious, 
and more frugal in our management in general, all claſſes of the 


induſtrious, from the retailer down to the loweſt manufacturer, 


would be ſatisſied with more moderate proſits. Let not, there- 


fore, a ſtateſman regulate his conduct upon ſuppoſitions, nor 

cConclude any thing from theory, nor from arguments 4 priori, 
dran from the ſuppoſed eſſects of taxes; but let him have re- 
courſe to information and dr . concerning tbe real ſtate of 
the matter. 


Let him inquire what are whe prices abroad ; what are the prices 


at home; how thoſe who work in exportable commodities live; 


VOL. II. i what 
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eee n _ IRS: days of Et they in- 


dulge in Q d Ritt 
If he finds FW mt des ae not 1 a of high prices, 
while manufacturers are enjoying ſuperfluity, and indulging them-. 
_ delves in idleneſs, let him multiply hands, and he will reduce 
them all to their phyſical-neceſſary; and by thus augmenting the 
ſupply, he will alſo reduce the prices in his markets at home. 
f he wants to reduce prices ſtill lower, in favour of exportation, 
but finds that he has occaſion for the amount of certain taxes, 
which enhance the value of this -phyfical-neceflary, to which: he 
has reduced his induſtrious claſſes, then let him grant a bounty 
upon the quantity exported, more than equivalent to all the taxes 
paid by thoſe who provide it; and let the people at home continue to 
pay dearer than ſtrangers, in favour: of the ſtate; If you only want 
to promote exportation by lowering prices, there will be no occa- 
ſion to lower them univerſally, any more than there is occaſion to 
put a large plaiſter over the: hole ene to cure a n uwe on 
a particular part of it. ts bi 
I have ſaid; that while the rate of the mp enden chi: . 5 
ſo will che prices of every part of labour and induſtry, which 
enters into the compoſition of the thing brought to market. This. 
is conſiſtent with reaſon, and experience proves the truth of it; 
becauſe we do not fee wages fluctuate witch the price of living. If 
they do not fluctuate in that proportion, how can we conclude that 
a riſe in the price of ſubſiſtence, occaſioned by taxes, ſhould: raiſe 
wages more than when the price 3s raiſed by a natural ſcarcity. It 
may be anſwered, that the impoſition of a tax gives a general 
alarm; the effect it muſt have upon prices is immediately felt; 
and manufacturers then inſiſt upon an augmentation: whereas, 
when nature either produces the: ſame, or even a greater eſſect, 
people ſubmit to What they think comes from the hand of God. 
and content themſelves with the hopes, of, beiter times, I ſhall 
allow this argument all its force. But I muſt obſerve, that when 
manufacturers can thus capitulate with their employers, and inſiſt 
728 „ „eln 
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upon an augmentation of their wages, the demand of the market 
muſt be greater than the ſupply from their work. This is the cir- 
eumſtance which raiſes the price of labour. Let the demand of 
the marltet fall, the prices of labour will fall, in ſpite of all the 
reaſons which ought naturally to make chem riſe. The workmen 
will then enter into a hurtful competition, and ſtarve one another, 
as has been often obſerved. Let the demand of the market riſe, 
manufacturers may raiſe their wages in proportion to the riſe of 
the market; they may, in the cheapeſt years, enjoy the higheſt 
wages; drink one half of the week, and laugh at their employer, 
when he expects they ſhould work for leſs; in order to ell his 
en in the rifing market. N 

I have endeavoured to throw this quedion into different FIR 
the better to apply different principles to it; and mus the Api 
I muſt determine that proportional taxes will, | 

1m, Undoubtedly raiſe che price of every eee upon 
which they are properly and immediately impoſed; and if they 
be laid upon bread, and other articles of nouriſhment, they will 
directly raiſe the price of theſe articles in proportion; but the 
price of labour will be raiſed men n and according 
to circumftances. 

That if taxes be laid upon the day $ Labour, oh, a man, h_ will 
raiſe the price of that day's labour. What I mean by this, is, that 
if every one who employs a man for a day, were obliged to pay 
u penny to the ſtate, for a permiſſion to employ him, the employer 

would charge a penny more at leaſt upon the days work performed 
by the labourer. Were a tax equivalent to it laid on the labourer 
by the year, it would be of -a' cumulative and arbitrary nature, 
and would not raiſe the price of his wages in proportion; but 
were it laid upon the workman at a penny a day, and levied daily, 
in this caſe, he might raiſe his ene in nn Bur this 15 
not the practice any where. HD | 
20h, The price of e wliether it be W or not by 
an impoſition of taxes, does not determine ths price of labour. 
. De” T tt 1 | ; This 
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This is regulated hy che demand-for the, work; and the competition 


among the workmen ta be employed in producing it. 


tio, If wages riſe; beyond the phyſicabneceſſary of the work - 
man, they may be brought down by multiplying hands, but never 
by, lowering ;the.. price of neceſſaries becauſe every man will 


make a proſit of the lo price, but will eres 1 yu _ e 
rate of demand for his labou. 110 


41, If, therefore, the price of his eee bo raiſed 
upon him by the effect of - taxes, he muſt — the harder to make 
it up. ee inn 8 eli Dini 9 TRE * 

Ito, If hands dee de ek ne! is adn; to ” his phyfollaiebef. 
ſary, the whole. claſs of tbe: mne n be nn to 
ſtarve: ond ron 1 vd bo>n ut 

to, The 3 ok as ends Fon more e abit 
tion of the quantity of, work produced. If, therefore, the ſame 
hands work more than formerly, it is The ls RP as 1 5 mal 
numbers were increaſe . ind 

From theſe poſitions it ſeems as 4 e it is > Publ 
that manufacturers enjoy wages more than in proportion to their 
phyſical-neceſſary through the year, reckoned upon the general 
ayerage of married men and batchelors, the method of reducing 
them to the, proper ſtandard, is either to multiply hands, if you 
want to reduce prices in your own' market, or to augment the 
price of their phyſical-neceſlary, if you incline they ſhould remain 
the. ſame, . When the hands employed are really diligent, and 
prices ſtill too high, then it may be expedient to increaſe their 


numbers, providing they enjoy conſiderable profits. This will cut 


them off, and reduce the price of commodities; becauſe it d 
augment the ſupply. 0 

When the hands employed are not t diligent, the Ae bes is 
0, raiſe the price of their ſubſiſtence; by taxing it. By this you 


rever will raiſe their wages, until the market can afford to give a 


bener price for their work, If. when,they are brought to be fully 
employed, d ier to ſink the e of labour univerſally, you 


muſt 
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muſt take off bome of che impoftions which affect fubfiſtence, and | 
at the ſame time gradually throw in frefh hands, in örder to pro- 
mote competition, which alone will force” them to lower their 
prices in proportion. The whole delicacy of this operation is to 
prevent competition from taking place after the induſtrious are re- 
duced to moderate profits; and to promote competition, or to raiſe 
the price of their ſubſiſtence, until they be brought to the proper 

ſtandard. Having inſiſted ſo fully upon theſe principles i in "on 
xviiith chapter of the ſecond book, I here refer to it. | 

1 have ſaid, that the price of work is not regulated by the pics 
of ſubſiſtence; but by the price of the market for the work. Now 
I ſay, that the price of the market may in a great meaſure be in- 

fluenced by the price of ſubſiſtence. This is a new combination. 
Ihe firſt propoſition is undeniable. The price'of the market at 
all times regulates the price of work; becauſe it regularly makes it 
fluctuate, in proportion to its own fluctuations. The price, again, 
of ſubſiſtence only fluences it; becauſe two cireumſtances may 
deſtroy that irifluence. A high demand for work will raiſe the 
price of wages in years of plenty: a low demand will ſink the 
price of wages in years of ſcarcity. When therefore it is ſaid, 
that the price of ſubſiſtence fluences the rate of markets, we only 
mean, that the average price of ſubſiſtence, when good and bad 
years are taken together, have a certain influence in regulating 
prices. But chis average price of ſubſiſtence cannot every where 
regulate the value of work, as the average price of a ſhip's cargo 
can regulate the price of every part of it; becauſe the variations 
there are at too great a diſtance of time, to be able to compenſate” 
one another with reſpect to all the nnn int of "a 
people. 

Could a plan be concerted, either to preſerve the phe of grain | 
at one uniform ſtandard, or within the limits of 15 or perhaps 20 
per cent. at all times; and were this to be executed by the aſſiſtance, 
of a tax at one time, and a bounty as it were at another; it would 
an eee have an admirable effect in every. induſtrious nation. It 
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would ina manner take away:the:difierence;betrween good and bad 
years. The induſtrious finding themſelves ſubſiſted at all times 
nearly at the ſame expence, would not feel thoſe alternate motives 
to be idle and OTIS: at one ions nn Rod n at 
another. 9-01 F191 2.7 (43 
I have 8 fo hid cada: cho nature ht ws firſt 8 — 
nience proceeding from proportional taxes, that I n left e e | 
very little to ſay as to the fecond, which is . af 
| 2ds, That they diſcourage conſumption, by nity prices too high 
for people of a middling rank in lifſe. Dq 
In anſwer to this, I muſt obſerve, that all the amount of. n 
We taxes is refunded to the induſtrious conſumer, ſo far as they 
are raiſed on articles neceſſary for his ſubſiſtence; and when he is 
either idle, or conſumes a ſuperfluity, he is claſſed along with the 
idle and rich. Now if the rate of market prices be high, relatively 
to the income of certain individuals, it can only be becauſe the 
ſupply of the things they want to conſume is not above _ 3 
tion of the demand of thofe who are riche r., 
If, therefore, the rate of the market aſlords ſuch . to ma- 
nufacturers as to render them idle and luxurious, how can the 
augmentation of theſe profits, by the abolition of taxes, and conſe- 
quent diminution of the price of ſubſiſtence, ever diminiſh the 
competition of the rich, unleſs the ſupply be augmented? 
But if the high prices of our own markets cut off the heath of 
ſtrangers, then every principle laid down in the 10th and 18th chap- 
ters of the ſecond book, muſt be applied to bring them down: and 
ſo far as taxes, which arc impoſed. either to ſupply the exigencies 
of the ſtate, or to cut off conſolidated profits, enjoyed by manufac- 
turers in conſequence of our own, extravagance, have contributed 
either to raiſe them, or. to ſupport them when raiſed, above the 
foreign flandard, a full equivalent, in the, way of bounty, mult be 
given for them, in order to bring the eee price; of ky 
HED the level of en ede. . 
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I come now to the laſt inconvenience alleged againſt proportional 
taxes, to wit, the expence of collecting them, and the oppreſſion 
which is a conſequence of ths many refiridijans laid FO AT 
in order to prevent fraudſs 1 | 
As to the expence of en it is 3 in proportion to the 
| A of the people to defraud the public. : 
In France, the collecting the branches of cumulative taxes, ſuch» 
as the general receipts, comprehending the taille, poll-tax, &c. 
_ coſts the ſtate no leſs than 10 per cent. or two ſols in the livre, which 
is ſuperadded to thoſe impolitions, in order to defray that expence. 
Whereas in England the expence of collecting the exciſe, admini- 
ſtred by commiſſioners, who act for the public, not by farmers who. 
act for themſelves, docs not coſt above 5 J. 12 5s. 6d. in the 10007. 
This matter of fact is ſufficient to prove, that excuſes, when under 
à proper adminiſtration, are not ſo very. expenſive in the collection 
as is generally imagined; and they would ſtill be attended with 
leſs expence, were ſome proper alterations made in the preſent me- 
thod of impoſing them. This will appear as we go along. | 
The oppreſſion of levying exciſes does not, in any proportion; ſo 
much affect thoſe who really pay them, as thoſe who, only advance 
them for the conſumers. 

This diſtinction which we have 3 mine will appear well 
founded, upon examining the complaints which are n 
made againſt the collectors of this duty. | | 

We have ſeen that in the taxes upon ſalt and ed in . 
there are no duties collected upon the people; the farmers of the 
falt have all the ſalt marſhes and ſalt pits aſligned to them by the 
King; no perſon, not privileged, is allowed to make falt for the 


\ confumption of thoſe provinces which are ſubjected to the Gabelle; 


In like manner the diſtribution and ſale of tobacco is excluſively 
m the hands of the farmers: they buy it either from Great Britain, 
or from the Dutch at ſecond hand; they manufacture it themſelves, 
and ſell it over all France, at the price ſet upon it by the King; and 
we ſaw, that during the laſt war, they paid thirty millions down 


for a permiſſion to raiſe the price of 1 it 10 per cent. during ten years. 
This: 


* 
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This price fixed upon the ſale of tobacco, anſwers exactly to what 
we know under the name of aſſize, Which ought conſtantly to 
attend all exciſes “: for want of obſerving exactly that regulation, 
the publicans and victuallers in England raiſed-the price of their 
ſtrong beer one halfpenny per quart, in conſequence of an addi- 
tional duty of three ſhillings per barrel impoſed anno 1761, n | 
is at the rate only of one farthing per quart f. | 

When the ſale of an exciſeable commodity | 1s veſted in a com- 
pany who manufacture it, by excluſive privilege, the whole oppreſ- 
ſion of collection is avoided ; becauſe the company itſelf then pays 
the duty, and they draw their reimburſement from nme 
profits on the ſale of the goods. 

This is the greateſt eng of the farm above che: public v ma- 
nagement of a tax, ; "46 


When exciſes are impoſed upon any egmmodity; it is contrary to all principles in 
fixing the aſſize, not to ſuperadd the whole duty impoſed to the former ſelling price. 
This however is ſometimes omitted, with an intention to make part of the duty fall 
upon the manufacturer, to the eaſe of the ſubject. The conſequences are, 
ro, The manufacturers blow up the ſpirit of the people againſt the tax, who never 
would thiok of making an outcry, were they not excited to it by the intereſted motives of 
the manufacturers. Were high profits allowed on impoſing the tax, manufaQurers would 
be quiet: and if the profits were afterwards found to be too high, it would then be a 
Popular | meaſure to reduce the ſelling price, and alſo. a means of ſetting people on the 
ſide of government, againſt the manufacturers, who are their real tax-gatherers. 
' 240, It is impoſſible to compats the end propoſed. A proport onal tax, rightly 
impoſed, muſt be drawn back; ard all attempts to prevent it, only occaſion a multi- 
plication of frauds, and a bad manufacture. | 
In fixing aſſizes upon the manufacture of goods, which in * years vary in 
their price, regard ſhould be had to ſuch variations; otherwiſe the manufaQurer is 
diſtreſſed, and the public is ill ſerved : and the one or the other happening, the mow 
are animated againſt ſuch duties. 
f The only expedicnt to ſhare the profits of the 8 of exciſcable commo- 
dities, is to lay them under ſome cumulative tax which they cannot draw back, ſuch 
as making them pay for à licence. | 
+ lt mult, however, be obſerved, that the price of beer was not  railed, either by the 
brewers, or by the victuallers, on account of the addirional malt-duty, anno 1760. | 


When 
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modity exciſed, the oppreſſion of the laws falls upon the manufac- 
turers, although they only advance the tax, and draw it back from 
the conſumers upon the ſale of the commodity. _ 

It is. greatly for the advantage of every conſumer i in is en 
that no fraud in the collections ſhould paſs unobſerved; becauſe 
all the profits ariſing from frauds: belong to the manufacturer, 
who in reality is the tax-gatherer, as much as the farmers in France, 
when they ſell their ſalt and tobacco. But as the farmers appear in 
the light of King's officers, and that the collectors ſeem to bear hard 

on thoſe with whom they live, people fooliſhly imagine, that were 
brewers, for example, more gently dealt with, beer would come the 
cheaper to themſelves. This is a mere deluſion; becauſe no brewer 
Whatever will ſell his beer cheaper than either an aſſize, or the ordi- 
nary rate obliges him todo, let his prefit, from frauds, be ever ſo great, 
and his addreſs in committing them ever ſo ſucceſsful ; and the leſs 
productive the tax turns out to be, the more the other impoſitions upon 
the people muſt be augmented, in order to make up the deficiency. 

If we compare therefore the oppreſſion of exciſe-laws felt by thoſe 
who only advance theſe impoſitions, with the eate which the con- 
ſumers find who really pay them, we may judge of the advantages 
which the proportional taxes have over the cumulative. 
The exciſe, as paid by the brewer, is really of the cumulative 
kind. The exciſeman demands money: of him, at a time when no 
alienation takes place, and perhaps when he is not prepared to make 
the advance for his cuſtomers, who muſt refund it to him with 
_ profit: beſides the hopes of being able to defraud is diſappointed, 
and it is always nan to be u in what we either 
wiſh or hope. | ane, 

Were all mankind hone, the inconveniences of levying ſuch 
taxes would be leſs ; but as that is not the cafe, methods muſt be 
fallen upon to diſappoint the intention of — — fraud. The 
only way to accompliſh this, is, to render it diflicult and dangerous. 
While every individual has a liberty to manufacture an cxciſeabl- 
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commodity in whatever” place He think . 


poſe, when every one has à liberty to fell liguors, which upon 


were, a foreign country into the center of a ſtate. 


__— 1s defrauded by private bargains. 


retail only, are ſubjected to exciſe (as ĩs the caſe in France) muſt 


not collectors be multiplied in proportion to the oecupation/which | 
ſuch policy implies? And will not theſe collectors oppoſe frauds to 


frauds, in order to profit by them, at the expence of hie mercham 
or manufacturer? This will ſow diſcord and hatred between two 
claſſes of the ſame ſociety, and thereby the ſtate is. hurt. has dif- 


| cord hurts a ſtate, as it does a private famii xp. 25764 


It is out of my way to lay down plans for preventing kues, indes 
veniences. It would require an intimate knowledge of every cir- 
cumſtance relating to the country Tor which the ar pre is in- 
tended. | as 
If fhall therefore endeavour only to throw ont ſome uſeful Hints, 
by mentioning the impoſitions where the inconveniences in levying 
are the leaſt ; and by comparing theſe with other impoſitions, where 
the oppreſſion in levying appears to be greater, the contraſt of eir- 


cumſtances will ſuggeſt the 8 men Nan . be | 


formed. 


There are many more frauds and difficulties in \ collecting een 
in the country than in cities, from the number of manufacturers 
employcd i in them. It is juſt ſo with the aides in France, from the - - 
pumber of retailers. There are very few frauds and little difficulty - ; 
in gathering the malt-tax ; becauſe the object is TEN hog * EN 
the places of manufacture are fewer. 90: 
The frauds upon tobacco and ſalt in France, do not Xt proceed from 


thoſe who manufacture them, but from thoſe who introduce 
foreign goods to ſupply the place of thoſe manufactured by the 
company. This ſhews that excifes ſhould be made as general as 
poſſible over a country ; becauſe local exemptions See e as it 

Stamp-duties are ſeldom defrauded by forging the ſtamp; but in 
France, where they extend to almoſt every 1 of * the 


34 IT | 
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Cuſloms are defrauded by che liberty given to trade in every port ; 
and from the want of convenient rie e dige Miß Proper 
nn for all goods brought by ſea. 

It may be ſaid, in general, that 4 „ are moſt 3 u pon 


the new eſtabliſhment; of taxes; chat thoſe who complain moſt of 
the oppreſſion of u ve are preciſely. thoſe who have the leaſt rea- | 


ſon for it; and that the cauſe, of their complaint proceeds 
rather from the inconvenience in paying when they are not pre- 

pared, and the diſappointment in defrauding, than from any 
real oppreſſion arifing from the laws of exciſe: the hardſhips of theſe 
laws are owing to the neceſſity of general rules to prevent frauds ; 
and fuch rules would be unneceſſary, could the liberty of commit- 
ting frauds be circumſcribed. 

One very good. method of raiſing proportional taxes, 8 
great expence or oppreſſion, when the fituation of a country will 
admit of it, is to levy no ſuch duties, but at the gates of towns and 
villages, which in this light appear to. be. political incloſures. At 
thoſe gates every produce of the lands, and every manufacture not 
made in the town, might pay a tax upon coming in; every manufac- 


ture made in the town, might pay a tax on going out: all fruits con- 


ſumed in the country might be free; all manufactures made and 
conſumed in the towns might be free allo. If we conſider the quan- 
tity of exchange between the inhabitants of towns and thoſe of the 
country, and between town and town; that fund, I believe, would 
be found ſufficient to raiſe more by proportional taxes than what! 1s 
raiſed in any country in Europe, 

A ſecond method of diminiſhing the expence, and alſo the bur- 
den of proportional taxes, is to exact nothing of the manufacturers, 
but to prohibit the delivery of the manufacture to any one who does 
not preſent a permit from the exciſe office, ſignifying that the tax 


has been paid. This is the method obſerved in the Auſtrian low 


tien where exciſes are carried to a very great height. Ihere 
the tranſporters or carriers of exciſeable goods, are formed into a 
. and none elſe dare to tranſport them. | 
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Whoever has ſeen the execution of, choſe regulations will not be 
very fond of them; but the inconveniences which occur proceed 
from the political ſituation of all thoſe towns, the public debts of 
| which are ſo enormous, that to pay the intereſt of them exciſes have 
been carried ſo high as to baniſh manufacturers into the country, 
where few exciſes are levied, It 18 from the country and many con- 
ſiderable villages, which have not the privilege of running in debt, 
that the manufactures of that country are carried on. No induſ- 
trious man can afford to live in the towns of the Auſtrian Nether- 
lands, except he who ſupplies their conſumption; a no un 
1 know of, is work ſo dear as there. . 

Were great exciſes levied upon the furniſhers of 1 as is: 
the caſe in Great Britain, and were as little reflraint laid upon. their: 
frauds, thoſe duties would: not produce what they do; and the. 
oppreſſion would be intolerable; whereas by the policy eſtabliſhed,, 
nothing but the high price of goods is complained of. A third me- 
_ thod of ayoiding both expence and oppreſſion. in ve. propor- 
tional taxes, would be to conſine the fabrication of all articles 
charged with them to certain places properly incloſed. Were thoſe 
undertakings few and large, were ſpacious magazines of all ſorts 
prepared, at the public expence, in all ſea- port towns, and ſur- 
rounded with walls, an entire liberty might be allowed within the 
incloſures, and no queſtions would be aſked, but on going in and 
coming out. Under ſuch regulations a ſtate would reap great be- 
neſit. ½, There would be conſiderable ſavings in collecting. 24% 
here would be great ſavings on the number of hands employed in 
manufacturing: forty men, in a large brew-houſe; make more beer 
than an hundred diſpoſed, as they are in country villages.. This 
reſembles the introduction of machines into manufactures. - 

Ihe objection from che infringement of liberty is more a pretext, 
in order to facilitate fraud, than any thing elſe. Are not thoſe 
who manufacture exciſeable commodities, the ſervants of the ſtate? 
Are they not even the collectors of the public revenue ? With what 
face then can they pretend to be indulged in the means of defraud- 
* | te Jes | 6-203 
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ing heir cuſtomers of thoſe taxes Whiciy they with to put into their 
own” pockets, by withholding them from tlie public. Has liberty 
any other meaning, but an entire permiſfion to do whatever is not 
forbid by general and wholeſome laws, calculated for the univerſal 
good of the ſociety; and ſhall this claſs of men, who are enriching 
themſelves as much by the profits they have in advancing the taxes, 
as by their induſtry, be conſidered in as favourable a light as ano- 
ther who is paying a cumulative tax out of his n one far- 
thing of which he never can draw back? 

If any ſhould miſinterpret the doctrine of | this bbpl 1 
muſt put them in mind of my original plan, which was to 
keep conſtantly in view rhoſe virtuous ſtateſmen who think of 
nothing but the good of their ſubjects. Taxes and. impoſitions 1 in 
their hands, are the wealth of the father of the family; ; who there- 
with feeds, clothes, provides for, and defends every one within his 
houſe. The increaſe of taxes on this ſuppoſition is national oeco- 
nomy, as ſhall be afterwards ſhewn ; frauds: are the thefts of ſer- 
vants impairing the public good, and particularly the means of 
ſelf-defence againſt the-incroachments of ambitious neighbours. - 

As it is the duty of every ſtateſman to make his people happy 
and flouriſhing, perhaps the ſpeculations of one whoſe only intereſt 
in throwing them upon paper is to fill up his leifure agrecably, 
may ſome time or other tend to promote ſo glorious àa purpoſe. 
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FTERemming 1 au. nature and effects of cumit- 
> latins 1 mY tional taxes, it remains, for the more fully 
underſta n ect, to take a view of them together; the 
| better 
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Whoever has ſeen che execution of. choſe xegulations will not be 
very fond of them; but the inconveniences which: occur proceed 
from the political ſituation of all thoſe towns, the public debts of. 
which are ſo enormous, that to pay the intereſt of them exciſes have 
been carried ſo high as to baniſh manufacturers into tlie country, 
Sher e few exciſes are levied. It is from the country and many con- 
fiderable villages, which have not the privilege of running in debt, 
that the manufactures of that country are. carried on. No. induſ. 
trious man can afford to live in the towns of the Auſtrian Nether- 
lands, except he who ſupplies their conſumption; and in no Os. 
I know of, is work ſo dear as there, _ 

Were great exciſes levied upon the furniſhers of the 5 as is: 
the caſe in Great Britain, and were as little reflraint laid upon their: 
frauds, thoſe duties would not produce what they do; and the 
oppreſſion would be intolerable,; whereas by the policy eſtablifhed,, 
nothing but the high price of goods i is complained of. A third me- 
thod of avoiding both expence and oppreſſion in levying propor- 
tional taxes, would be to conſine the fabrication of all articles 
charged with them to certain places properly incloſed. Were thoſe 
undertakings few and large, were ſpacious magazines of all ſorts. 
prepared, at the public expence, in all fea-port towns, and ſur- 
rounded with walls, an entire liberty might be allowed within the 
incloſures, and no queſtions would be aſked, but on going in and 
coming out. Under ſuch regulations a ſtate would reap great be- 
nefit. %, There would be conſiderable ſavings in collecting. 240%), 
here would be great ſavings on the number of hands employed in 
manufacturing: forty men, in a large brew-houſe, make more beer 
than an hundred diſpoſed; as they are in country villages. This 
reſembles the introduction of machines into manufactures. 

The objection from che infringement of liberty is more a pretext, 
in order to facilitate fraud, than any thing elſe. Are not thoſe 
who manufacture exciſeable commodities, the ſervants of the ſtate? 
Are they not even the collectors of the public revenue! With what 
face then can they pretend to be indulged in the means of defraud- 

Lf: 2 3 ir | g in 8 
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ing their euſtomers of thoſe taxes whictr they wi to put into their 
own” pockets,” by withholding them from tlie public. Has liberty 
any other meaning, but an entire permiſſion to do whatever is not 
forbid by general and wholeſome laws, calculated for the univerſal 
good of the ſociety; and ſhall this clafs of men, who are enriching 
themſelves as much by the profits they have in advancing the taxes, 
as by their induſtry, be conſidered in as favourable a light as ano- 
ther who is paying a cumulative tax out of his Income, one far. 
thing of which he never can draw back? | 

If any ſhould miſinterpret the doctrine of this pe 1 
muſt put them in mind of my original plan, which was to 
keep conſtantly in view rhoſe virtuous ſtateſmen who think of 
nothing but the good of their ſubjects. Taxes and impoſitions in 
their hands, are the wealth of the father of the family; who there-- 
with feeds, clothes, provides for, and defends every one within his 
houſe. The increaſe of taxes on this ſuppoſition is national oeco- 
nomy, as ſhall be afterwards ſhewn ; frauds. are the thefts of ſer- 
vants/ impairing the public good, and particularly the means of 


ſelf-defence againft the incroachments of ambitious neighbours... 


As it is the duty of every ſtateſman to make his people happy 
and flouriſhing; perhaps the ſpeculations of one whoſe only intereſt 
in throwing them upon paper is to fill up his leifure ee 
my ſome time or other owns to nm yr ' glorious a purpoſe. 
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underftau.! ect, to take a view of them together; the 
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better to nnd out wherein: they: xeally. (differ, N . the dif- 
ference is only apparent 5181 big triff 92H bar o RI Hh 
I has been obſerved, that. the payment of eee 
part of the produce of either land, or induſtry ; the whole amount 
of theſe remains entire to the fubjects of the ſtate. Atti 2 
The taxes are paid out of the money which cireulates wks 
alienation of them: from which we have concluded that they mutt - 
conftantly be confined within a certain proportion to alienation; 
We have alſo obſerved, that the impoſition- of taxes augments. the 
maſs of circulation, and makes it requiſite for a ſtateſman to con- 
trive ſome method of increaſing money in proportion to their in- 
creaſe. I hope theſe propoſitions have acquired an additional con- 
firmation, from 2 . _ arty eu in -_ eee 
chapters. 1 87 17 1 
We have alſo ale wan we: amount of vis taxes is | vith- 
mateby taken from the ſuperfluity af the rich; whom we have called 
the idle conſumers: and how they are advanced by one ſet of the 
induſtrious, and refunded by anqther, until at laſt they fall upon 
thoſe who cannot draw hem back from any body. Theſe laſt have 
been ſaid to pay the taxes, the athers-only to aduance them. 
If therefore: we ſuppoſe all deſire of defrauding out of the way, 
we hall find the Whole burden of proportional taxes confined to the 
inconvenience of advancing their amount by the induſtrious, 
and to the payment of them by the rich, which proportionally 
diminiſhes their income. Where credit therefore is well eſtabliſhed, 
where, payments are regularly, made by buyers to ſellers, and 
where people proportion their expence to their free income, the 
weight of proportional taxes will be very ſmall, 1 e to expe- 
rience for the truth of this. . 
Let us next examine the nature of cumulative taxes, as we home 1 
called them, in order to diſtinguiſn them from the others, 
In theſe, alienation is not neceſſary at the time they are paid; from | 
which it follows, that, in many caſes, they cannot be drawn back. 


When a man pays his.land-tax vor his rent, whey: remains to him 
vp | will 
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will not buy more of amy thing than if he had paid nothing. Nay, 
were the ſtate to indulge him and take his tax in corn, the corn 
which remains to him would not bear an advanced price, unleſs 
the ſtate ſhould export the quantity he had given; and then indeed, 
by diminiſhing the ſupply, it might raiſe the price of grain in ge- 
_ neral; but every one having grain to fell would profit of che riſe 
upon the price, as well as the landlord, n nen 
5 any ea + " 

But were a tax laid on B whe ood af 
any property, as to prevent the proprietor from making uie of that 
part which the public intends to take from him, thoſe Nd pay 
cumulative taxes would thereby. a one oy . nn 
ak had faid Pe when a been dow avoid Mont tar, 3 
is of the cumulative nature. It is ſo in a certain degree, no doubt, 
as may be ſeen without farther explanation; but it ſtill ſo far retains 

its on nature as to be eafily drawn back from the conſumer. But 
how can a ſoldier draw back the tax he pays to Chelſe ?: 

From this material diſtinction between the two impoſitions, l oon 
clude, that no objection can lie againſt proportional taxes, ſo far as 
they affect the induſtrious; becauſe they draw them compleatiy 

back: and that great objections he againſt cumulative taxes, when 
they affect the induſtrious, becauſe they cannot draw them back 
and conſequently, they may affect the phyfical- neceſſary of the con- 
tributor, in caſe no profit ſhould remain to him upon his labour. 
On the other hand, I think little objection can be made to cumula- 
tive taxes, when they are impoſed upon poſſeſſions, which produce 
2 viſible annual revenue, clear to the proprietor. This is the na- 
ture of the dixiemes. and wingtiemes in France; where the whole 
amount of the perſon's income is taken upon proper proof, and 
taxed in proportion to it, without any ſubſidiary or ſecond 1 8 
taking place, to make up a determinate ſum. | 

Cumulative taxes would alſo be far lefs burdenſome to the lower” 
claſs, could they be levied, ſo as, firſt, to preſerve the proportion o 

1419 ; | them 


$S AN NQU INTO HH PRANCIPD ES Hoon W. 
tem torthe/acbbab profits oididuſliatyryudoaddt4ili make, chat pro 
_ portion fenfible-co che people: and iche lait place, o renain the 
tax; inſtead of allowing them firſt to reverve at; and aftenwards 
SGbliging them to ref und itt i 26 htlt _—_— 
n proportion as theſe three requiſſtes (ho; moi take / place, ſuch 
taxes become grie vous ta all who bar ono; lifcd acomes. cy 6 ws 
To put a tax upon a man's; dwelling hou! , proportion tos ita 
windows, or hearths, when the:houle:produces 44 fixed ineome to 
him, and when he has none independeut oi n, may take away 2 
Part of his -phyſical-neceſlary.. To put a tax upon him heeauſe he 
has a head, is more grie vous than em his hands, in 
proportion to what they daily gain. $0165 HH rah 
If cumulative and proportional taxes be ieee With reſpect 
to the different effects they are found to have upon oun opinions as 
to taxes in general, we ſind chat both of them deceive, Ag. contri- 
butors, but in different ways. Ak © 6494 
An the cumulative tazes, the perſon who pays Song * e 
perceive the reaſon of his paying. He imagines that he. is. taxed 
only becauſe it is known that he is able to pay a certain ſum. 
In the proportional, the deceit is of another nature. When a per- 
ſon buys a conſumable commodity, which has paid an exciſe, he 
dues not perceive that · the price he; pays for it comprehends a tax 
upon his paſt gains, in favour of the public; but he concludes che 
whole to be neceſſary, in order to procure what he has an inclina- 
tion to conſume. An example will make this plain. 
Suppoſe a tax laid upon wheel carriages, and chat every perſon 
in the ſtate were liable to pay a certain ſym in proportion to the 
en of carriages he has tar his conyenience., The. tax-gatherer 
comes at the end of the year and demands the ſum. , . The perſon. 
complains that he is not at liberty to, have a coach or: a chaiſe with- 
out paying duty for it; and chat while he has occaſion for one car- | 
riage only, and has but one pair of horſes, be ohe to pay tor 

feveral ſets of wheels. D 
Now, ſuppoſe this ee tax were turned into/a ger 
tional one, and that wheels were to pay a ſtamp-duty, or the like, 
12 
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inthe hands of the wheelwright. | The 


riſe; but this riſe would ſoon — 
the carriage; and he would then be no more hurt by this additional 


expence, than if it had proceeded from ſome new and expenſive 
_ faſhion of wheels: in ſhort, wheels would generally begin 9 baar 
an advanced price, and very ſoon no body would n how. it 
came about, nor once complain of the tax. 

Jo ſet this in another light, the difference between * two im- 
poſitions reſembles that between long and ſhort accounts, which to 
poor people is very great. When the expence of living is inſenſibly 
and univerſally augmented, by the effect of proportional taxes, then 
the induſtrious man, who enjoys neither ſuperfluity or idleneſs, may 
and can augment the price of his work in proportion. This augmen- 
tation forms then a part of what has been called his (A), which he 
draws fully back when he comes to market. But if the ſame, or 
even a leſs ſum be raiſed upon him by a cumulative tax, it comes 
upon him at the end of the year, or at the end of the quarter, and 
let him be ever ſo provident, he cannot draw it back, or raiſe the 
price of his work, becauſe of the unequal competition of other 


people of his on claſs, who, from a variety of circumſtances, 


cannot all be ſo equally loaded by the cumulative as by the pro- 
portional taxes. Beſides, they may not be ſo provident as himſelf, 
and may work for ſubſiſtence, without making any allowance for 
what they are to pay the ſtate at the end of the year. Thus a 
double inconvenience enſues. The induſtrious poor are oppreſſed 
by the tax-gatherers, and the tax is ill levied. In the other caſe, 
the firſt never ſee a tax-gatherer, and the money is paid. Beſides 
.theſe advantages in favour of proportional taxes, there is till 
another, that if this tax be improperly laid on, the defect will 
manifeſt itſelf by checking conſumption only; whereas in the 
other caſe, it will be known by the diſtreſs of individuals. 
If the liberty not to conſume be taken away, as in the gabelle 
in ſome e in Trane, then the impoſition changes its 
e e 5 77 n nature 
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mature and becomes a cumulative tax, as may be eaſily * 
ceived “. 


It has been ſaid, that ſo far as the wog it inconveniences of the 
cumulative taxes can be prevented, they ceaſe to be oppreſſive. 
rom which we ſee the reaſon. why exciſes are ſo eaſily paid When 
thoſe who manufacture the commodities charged witk them, are 
contented to compound for them. This changes the tax into pn 
of the cumulative kind; but gives it every requiſite to malle it 
eaſy. Let me take an example. „ ritrtrra Ad en 1 on 

A brewer who pays exciſe for all he brews, ehe to the daily 
viſit of the exciſe- man, to whom he pays the duty. Here the 
bre wer's impoſition participates of ſeveral of the inconveniences 
attending cumulative taxes. But let me ſuppoſe that after a certain 
time he finds that 100 J. is the annual amount of his exciſe., If he 
makes a compoſition for it at that rate, he comes under a; regular 
cumulative compoſition, with every advantage. He thinks no 
more of frauds; he no more grudges what he pays; and becomes 
in a manner collector of eee duty paid by all bis 
euſtomers. Bibihnt to vidi! $113 Ringer ann ** 711511 

The eaſy method of transforming thoſe, 1 taxes into one another, 
ſhe ws their reſemblance ſufficiently, and the differences Which we 
have pointed out, ſhew the . which e e eh 
manner of impoſimg them. n 29758 ve yoagor gamen 


95781-10174 Adige a ly hm > Fr, 51 U e 
* The gabelle, or falt-rax 4 { is not XR. ew province; becauſe of 


certain privileges of exemption, which ſome have all along enjoyed. 5 
This opens a door to the greateſt abuſe, by ſmuggling falt from places where it is 
free, into places where the tax is impoſed, at many 100 er cent. above the valee j und 
obligesthe King to uſe grear ſeveriry upon thoſt᷑ vlio ate loade!) with tis duty. 
The copſumption of every family is fixed. to a. certain quantity; and if ic- be found. 
wat they have not bought, from the; King's gragaries, to the full extent of what is © 
reckoned neceſſary for them, it is ſuppoſed. cha the deficiency has FO made up frgm 
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VVvenienees which reſult to thoſe ho are obliged to pay them. 


It comes next to be examined, whether or not taxes of all kinds 


bed great load upen a people, x grievous infringement of their 


Hberty, la means of bringing many Honeſt und induſtrious people 
ts great diſtreſs, and a great diſcouragement to marriage. I ane 
without Heſitation, that taxes may be, and moſt commonly are 
accompanied with all theſe and many more inconveniences but l 
muſt add, chat ey" proceed-from the! abuſe, and! not ee 
nature of taxes. „nnn. E YI9YS £14 1011 ams HY 1 JA 
m my inquiries, I have conſtantly; in my eye; neten e 
governed, and never how de i governed. How a righteous and 
intelligent ſtateſman may reſtrain the liberty of individuals, in or. 
der to promote the common good j never how an ignorant and 
unrighteous ſtateſman _ wg. public liberty, for the ſake of 
individuals. Rabi (404 e (AH 3 GTG 2538 al YO bIIML » 9h 1 
Railing money by taxes mud always: burdenſome, leſs or 
more, to thoſe who pay it; and the advantages reſulting from taxes 
can only proceed from the malt application of the money when 
Whoa, 1 Sol make, a ; pros of ia incoprepience ; of 
taxes, the public loſes, no doubt: becauſe they are paid for the ad» 
vantage of the public, not for chat of private people. If tlie money 
raifed be more beneficially employed by the ftate, than it would 
have been by thofe who have contributed it, then I firy the public 
| has gained, in conſequence of the burden laid upon individuals; 
conſequently, the ftateſman has done his duty, both in impoſing the 


taxes, and in — expending tliem. | | | 
+ 11 1 2 | Taxes, 
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Taxes, in this laſt view may be conſidered as a ſaving out of 
every private fortune, in order to procure a nie. __ to-he-ex- 
pended for the public beſieſii .. 

I have frequently recourſe to the familiar e of private 
oeconomy, in order to make applications from it to the political; 
which, however different it may appear, will be found eaſihy de- 
ducidble from the ſame principles. 
Let me ſuppoſe two perſons, (A) and (B), living in the ſame neigh- 
bourhood, of the ſame rank and fortune, enjoying great ſuperfluity. 
but ſpending yearly the whole of their income in different ways. 
Leet the income of both be ſuppoſed to be 2 100 l. ſterling; and 
let the branches of their expence be ranged under ſix different 
heads. Let (A) be ſuppoſed: to ſpend upon the firſt 100 J. on the 
ſecond 2ο . on the third. 300 l on the fourth neee g fifth 
500 l. on che ſixtix bop l. inall 210. ³ 

Let us ſuppoſe (A) to enjoy in every one pk Pn peg 
* , on the other hand, ſperids upon his firſt article 1600 J. and 
uponeachiof the other five, no. mare than 100 1. Here the firſt;ar- 
vicle of (B's):expence is: ſixteen times greater than any of the reſt; 
and by the ſuppoſition, 100 J. weer to. denote ee van ſufh- 
crency upon each article. : i 

Teome:'to (A), and I ſay to him, you pronouns of Gas extrava- 
vagunce of your neighbour. (B) upon his firſt article of expence, 
where he ſpendls ſixteen parts of his income, and where you ſpend 
dut one and yet you muſt allow that upon, every other article of 
his expence, he is a better oeconomiſt than you. Would it not be 
for your intereſt to bring the other articles of your expence down 
to his ſtandard, without increaſing anything upon your fart article, 
which is IP within the — of. what may be 10 ſut- 
bees Es n 78710 2111-1893 Moin et 

To what W ** (0 hid 4 adviſe me to „10 Avict an 
oeconomy? And what ſhould Ido with ſo great a ſaving, on my 
annual income Be in no pain about that, I ſhall lay it out for you 
in i your debts 3 providing tor your children, and 
3: _ giving 
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giving then a good education; in improving your eſtate; vepair- 
ing your houſe; making up yqur ineloſures; all ſhalt be uſefully 
ſpent; and out of 6001. a year, you ener are a an; 


Dr 1 
HFlere is the repreſentation of a ſcheme berween a good ee 
and a people whoſe intereſt he conſults. roc Hatte 


After the impoſition of taxes, the individuals of a ſo whoſe 
ineome is already formed, begin to pay greatly more than rhey uſed 
todo for every thing they conſume. A great part of this additional 
priee goes to the public, and is thereby laid out for national pur- 
poſes. The whole of ſuch expences are thrown into circulation, as 
much as if the rich proprietors had laid it out W articles en- 
tirely adapted to their on taſtee . 


Is it not evident, chat in this way of eee the ir income;of | 


2 country, it muſt produce a more extenfive encouragement to in- 
duſtry of all kinds; than if the proprietors only had ſpent it? They 
never would have thought of becoming merchants, or of ſetting up 
manufactures for the ſupply of foreign markets: their Whole e 
pence: would have been calculated to ſupply their n wants; and 
it would have been indifferent to IW w 
mu Albirtf tags mom nne 
Let us apply this doctrine to commot experience: Lebe 
pare the nature of circulation in a trading town; with» chat of a 
eountry place; where many gentlemen: of large fortunes reſide. 


Ho N the ebe 15 tlie firſt! how Fas thoſe of the 


obs Dr Fe OY C1E1 6105800 03795987 1 511 it 
Let us compare again eie of scene withe thoſe 
of a trading city, what a variety of ac wamrs here occur to be ſup- 
plied, which the city never could have occaſion for? 
I have ſhewn that the great amount of taxes is taken from the 
income of thoſe individuals iwhoſe fortune is already made or 


whoſe daily profits are conſiderable L have ſuggeſted li circum- 


ſcribed tlie epente of tliis elaſt muſt de, when confidered witii 
1 4 to cke eee. e of a people. Does 


11 not 
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not the experience of former ages ſhow how apt private opulence 
is to ſink into treaſures, when a taſte for induſtry does not animate 
the lower claſſes to create new objects of deſire in the wealthy? 
Wherein is a ſtate benefited by the luxurious gratifications of the 
rich, unleſs it be by the employment they procure for thoſe who 
provide the objects of luxury? Thoſe very gratifications are, in one 
ſenſe; taxes upon the rich in favour of the induſtrious: they, i 

ereaſe expence, and throw money into circulation. In Spain an * 
Portugal, where induſtry is not introduced among the lower claſſes, 
it is the ſtrangers who in effect levy ſuch taxes upon them. Were 


the taxes they pay, properly applied to the encouragement of the 


arts, inſtead of being appropriated to private purpoſes, and to en- 
riching private men, whole taſte for expence is always circum- 
ſuribed tothe objects of their, own wants, how ſoon ſhould we ſee 
them vying with us in every market of Europe, and ſupplying 

themſelves as far as their country is calculated for it. 

The reciprocal wants of induſtrious nations, reſemble the reci- 
procal wants of tradeſmen; all may be n in nen one 
another, as well as themſelves. 

- Wheniths.amount of taxes is properly laid out in premiums, for 
the encouragement of the induſtrious, the prices of labour upon 
articles of exportation, may be brought ſe low, that all nations 
who do not follow, the example, muſt languiſh and decay. Luxury 
at home will chen ceaſe. to hurt the trade of, the nation. In her 
treaties of commerce, ſhe may throw open her ports to many ar- 
ticles, of foreign conſumption, without running any riſk by ſuch 
allowances ; and on the other hand, ſhe will rap the e ad- 
vantages from a. reciprocal permillion. ., .,  ., 

The example I have given, by which 1 have iludrated che na- 
ture of public contributions, mult not be underſtood to tally with 
reſpect to proportion. It would be, both ridiculous and impoſlible 
to reduce all the expences of rich men to the. purely ſufficient. All 
I meant, was, to. ſhew how, taxes, when properly applied, may be 
conſidered as public oeconomy ; and how the levying of them has 
no direct tendency to hurt a nation in point of caſe and proſperity. 
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Os NE good. way to Jiſbover the nature 1010 taxes, is, to examine 
how far it may be pollble to — n This is —_ intention 
in this chapter. 

I have ſaid that the object of t taxes was income, a not e I 
have ſhewn how thoſe of the proportional kind affect the income of 
ftock already made, and perfons who enjoy large profits upon their 
daily induſtry. I have pointed out the impropriety of cumulative 
taxes, when impoſed upon fuch as draw nothing more from their 
induſtry than an eaſy ſubſiſtence; and I have given a general pre- 
ference to thoſe of the proportional Kind ; becauſe they conftantly 
imply both alienation and conſumption: alienation in thoſe — 
advance the taxes, conſinmption in thoſe Who pay them. | 

Could, therefore, taxes be levied upon every alienation, where 
conſumption is implied, and that in proportion to the whole ſuper- 
fluity of thoſe who aie to conſume, PEN taxes WE be 
carried to their utmoſt extent. 

I ſhalt now analize this ſabjeR, in order ro Abet _ far that 
extent may reach; and by this inquiry, the ee d of aon 
will be the better underſtood. 

The objects of alienation comprehend all that is in commerce 
among men, moveable and immoveable. 


What is moveable is generally ente what is immoveable | 


iS generally not ſo. 
As conſumption is a requiſite, together with alienation, in order 


o form a proper baſis for proportional taxes, we fee how contrary 
to principles 1 it would be, to tax the alienation of lands, houſes, &c. 
in the ſame. proportion as conſumable: commodicies. Theſe are 
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funds, not income ; and the money with which they are purchaſed, 
muſt be conſidered in the light of a-fund, while it is in the bands 
of the buyer. When once it comes into the hands of the ſeller of 
the immoveable objects, it frequently, indeed, partakes of the 
nature of income; that is to ſay, it is ſpent in the conſumption 
of N and of the labour of man; and then it will be affected * 
taxes. 

This may K to . to * hk 1 we laid 4 in 
the 26th chapter of the ſecond book, concerning the effects of the 
vibration of the balance of: alt ne the members of a mo- 
dern tate; 15 PO 

The next thing. w we are to conſider, 1s the ſtate of de e As 

to that, we have We obſerved, how it muſt be in proportion 

to alienation. 7713 | 
This proportion is not n by the value, or denominations 

of the money circulating ; but by that value combined with the 
frequency of tranſitions from hand to hand; as the force of a can- 
non ball is eſtimated by the weight of the ball, and the ſwiftneſs 
of the motion at the time it ſtrikes, _ 

Let us now lay aſide the conſideration of immoveable property; 
and examine the nature of conſumption, alienation, and ſale, with 
reſpect to other things. 

. Conſumption comprehends every thing produced by the earth, 
or by man; alienation is confined to that part which is exchanged 
between men ; and fale to that part of alienatian which 1 is exchanged | 
for an equivalent in money. 

Whatever part is conſumed without alicnation, ought, 1 chink, to 
be out of the reach of proportional taxes, unleſs, by ſome circum- 
ſtance or other, it can be made to fall under the eye of the public, 
in a manner re/embling its coming to market. Thus a tax upon 
malt 1s levicd at the malt-houſe, as if it were ſold to the maltſter, 
although it be made for the conſumption of the grower of the 


barley. In like manner, a tax upon c corn for bread may be levied 
Fogg either 


ens. Vill. O POLITICAL” OE CONOMY. | 2 


either at che 2 — in ground, or at the oven where it is 
0 baſed *. it : 
The worſt kind of Pugs taxes are thoſe which are levied 
upon private manufacturing, and upon unmanufactured conſump- 
tion, where no alienation takes place. An example of the firſt we 
have in the exciſe upon malt, cyder, candles, &c. made in private 
houſes for private uſe: the laſt is known in Holland, where a man 
cannot kill his own pig, or his own calf, without paying a tax. 
Were taxes of that nature extended to the making of bread, cooking 
of victuals, &c. I apprehend they would become of a nature more 
burdenſome than any hitherto invented, unleſs public cooks were 
eſtabliſhed, as public ovens are in many parts of France: in ſuch 
caſes; taxes might be levied upon every part of conſumption. + -- 

Inveſtigations of this nature are fo difagreeable, chat it is with 
reluctance I mention them; but when, in fact, ſuch tazes are 

found eſtabliſhed in different countries, it is min ane that ae 
nature of them ſhould be inquired uito. 

Taxes in Holland are fo multiplied, as to ens to this cate- | 
gory, in many places, as we have ſeen by the'example juſt given; 
but even theſe, however oppreflive they may appear to thoſe who 
are not accuſtomed to them, are ſtill leſs ſo than many of the 
cumulative kind we have mentioned, particularly the tax upon in- 
duſtry and che capitation in France. They approach nearer to pro- 
portional taxes, and derive every alleviation of their burden from 
"har circumſtance. He who pays ſuch taxes, ſees that he can avoid 
them, by retrenching his conſumption; and when they fall upon 
| the neceſſaries of life, he may draw them back, growing he be an 


* by ve 4 CF i440 


. ee of theſe kinds of taxes were familiar in former times. Vaſſals were 
- obliged: to grind in their Lord's mill, bake in his oven, oy their wine in the publi: 


preſs of the terri-ory, &c. 
This was found very uſeful, in ages when alienation and ſale were little known z but 


no they are conſidered az oppreſſive, and fo I think they are, when compared with 
proportional taxes, which only take place upon the ſale of the commodity : dot till 
they are far preferable to many taxes of the cumulative kind. f 
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induſtrious man, and that, every one ,who,encers.. into; competition 
with him for employment, be, equally, ſubjected to the ſame bur- 
den, But they are more burdenſome, than thoſe where ſale, takes 
place: becauſe when a poor man, who wiſhes to conſume, wants 
money, he conſiders himſelf. in the ſame light as if the thing wene 
not to be ſold; but when he has that which he has acquired by his 
labour, and cannot conſume it for want of money to pay fox a per- 
miſſion, as it were, he muſt either ſtarve for hunger in the midſt aof 


plenty, or be reduced, perhaps, ta beggary, "x dint ere een 


life by defrauding the tax. 191 111 
What has been ſaid, is, I think, ſufficient to Dons: the, varieties 
which occur, when taxes are impoſed upon bare conſumption, 
where no atienation takes place: they muſt, in every reſpect, he 
ranged under thoſe of the proportional kind, although ſome prin- 


cipal requiſites be Wating to engage any one to eee of 1 
inſtitution. " 


It appears ill n more difficult to eſtabliſh -: a eee tax, * 
barter, or the exchange of commodities one for another, unleſs ſale 
be underſtood. This would be the caſe were a private perſon; not 
ſubject to the exciſe upon malt made in his own houſe, to pay in 


kat commodity. .; He, would not there eſcape the imputation of 
fraud; and might, with propriety, be conſidered as a retailer. I do 
not, however, doubt but examples of taxes upon barter might be 


found; ſome even occur to myſelf; but they are almoſt too wing: 
to mention“. 1 


Ihe laſt and Se WY comuiſits,. to ones oovprnciensl — 


and light, is ſale. , There the burden muſt. be proportional to the 


buyers purſe ; and if it prevents the FOO of the Tm taxed, 
the defect will manifeſt itſelf. 15 10 hn re 


15 [> 


Of theſe taxes we may ſay, that they. are in proportion to cireu· 
lation; and accordingly, we ſee how difficult it Was 0 raiſe n 


5091. 


1 gentlemen | in France exchange caſks of their v wine, | they a are both obilg Ito 
pay a rax X upon removing the vine from their cellar.” This duty is el Remuage 


Ms 
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. retina Toalfhed if WE hb Gait 6 
coin in the country. As money increaſed” Both by the" Itiereafe 
of trade and alienations, they became more productive; and were 
che nature of them rightly underſtood, and were they properly im 
poſed;: they would ſoon be more generally adopted. l 
An tréating of public credit, I have ſaid that it is the duty of 4 
ſtateſman to augment tlie quantity of money, in proportion as lie 
intends to multiply taxes on his people. I ſhall now, before I con- 
clude this chapter, explain the meaning of what was there cron 
out relatively to another ſubjecct. Oe hg. 


The money of a country, we have ſaid, bears no determinate x pro- 


portion to circulation; it is the money circulating, multiplied by the 


number of tranſitions from hand to hand. Again, we have ſaid, that 


the;prices of all things are determined by demand and competition. 


mme meaning of this, as it concerns the preſent queſtion, is, cat 


in proportion to the competition of thoſe who appear with money, 
in order to acquire what comes to pes a larger or or a nm ſum 
is brought into circulation. een 

Now, according to the been laid di i in dhe fl ellupter⸗ 
we faw how the full value of the induſtrious ſeller's expence and 
profit were made up to him in the ſale of his work; and if he even 


advanced any tax upon any part of his work or conſumption, that 
it was refunded to him by the buyer, who, if he Wann in the 


light of an idle man, pays for the Whole. e 
Farther, when a proportional tax is impoſed, we ſaid it was, in 
a manner, as if the ſtate interpoſed at the time of alienation, and 


cxacted of the purchaſer a certain value in money, in proportion to 


the commodity, as the price of the permiſſion to acquire what his 
own induſtry had not produced. From this 1 draw the following con- 
ſequence, that in proportion to'the tax an additional ſum of money is 
drawn into circulation, which would otherwife have remained in 
the pocket of the purchaſer; conſequently, on impoſing propor- 
tional taxes, they cannot, at firſt, exceed that proportion of money 
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which. is found an the pockets of che conſumers, over and above | 
a what they uſed: to pay for What they canſumed. * An rr 01 lag cd 

The truth of this propoſition is eſtabliſned upon many facts. 
Firſt, in countries where people keep their money locked up, pro- 
portional taxes are very well paid. Hence the great amount of the 
alcuvala and cientos in Spain, hich amount together to 14 per cent. 
upon every conſecutive alienation of the commodines; j rd 
indeed for the conſumption of the rich. | en cler ne 

Secondly, When exciſes were as in ls in the 
reign of King William, Davenant . _ that Wen OT of the 
goods exciſed fell. 9 qz7.byzD0! 

- Thirdly, When a war has laſted any time in h taxes ecaſe 
to be ſo productive. cer 5d 09 

Are not all theſe, Huy r * appearanges, e a 
ſame principle, viz. chat taxes muſt come out of that money which 
exceeds what was * oy Ren on alienation before * 
were impoſed ? 

In Spain they draw money roach the cheſs of the boarders, and 
increaſe circulation for a while. _ 

In England, during King William's. wars, the . * money 
being very ſmall, and trade being very low, the tax upon malt 
could come out of no other fund than the N W en for 
rl e cr 

In France, people a are better e with taxes, 50 10 gem 5 
bulk of exciſes are adminiſtred by the farmers, who never lower 
their price; ſo that the diminution of the maſs of coin en 
conſumption. F 

But when methods can be widen upon to . money la 
ing to the uſes found for it, taxes will continue to produce, .con- 
ſumption will not diminiſh, and circulation will OR pace with 
them. 

Could we ſyppoſe, that * che impoßtian ww taxes; every per- 

ſon i in a ſtate had laid it down As a rule, to ſpend the whole of his 
3 | = income, 
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| income; but none of his treaſure, an the conſinupiion of Rat is 
brought to market, ib is plain; that in a luxurious nation taxes 
might be carried fo highi as to draw the laſt farthing of the treaſtire 
inte circulation, even though dt were ſuppoſed to exceed the value 
which: demand had fired for all that was brought to market. But 
without a luxurious turn this would not be the cafe. There are 
countries abounding with coin, which it is impoſſible to come at by 
proportional taxes. The reafon is plain: the value which demand 
fixes upon the total of the articles of conſumption expoſed to ſale in 
the country, bears but a trifling proportion to the coin which remains 
locked up. This was the caſe in ancient Greece. In that cafe, pro- 
portional taxes can never exhauſt the treaſure; becauſe were they 
to be made high upon articles of the firſt neceſſity, all the poor 
would ftarve; if upon articles of ſuperfluity, demand would ſtop. 

Proportional taxes, therefore, can only be raiſed in proportion to 
the deſire of ſpending money; and as this deſire depends ba on | 
{Pens of the people, ſo muſt the extent of taxes. | 

Let me now trace a little the progreſs of money brought into cir- 
culation by proportional taxes in a luxurious nation. I ſhall call 
the value, fixed by demand, for all that eomes to market (Y). The 
ſum levied in conſequence of the alienation of it, or in other words, 
the ſum of the proportional taxes (X). And the whole money of 
the country (Z). This premiſed, it will follow, from what has been 
faid, that ſo ſoon as all the money of the country is brought into 
circulation, then (Z) will be exactly equal to the ſum of (V and (. 
Let us next ſuppoſe the whole alienation to be made at once. 
Will not (Z) then immediately appear divided into (Y) and (X)? 
What then will become of rhoſe' two ſums which we ſuppoſe to 
enter into circulation at the ſame time? Tanſwer, that (Y) will go 
entirely See to the induſtrious ſeller: that it is, or ſhould he, nearly 
equal to the former value of what came to market before taxes 
were impoſed: and that (X) is an additional ſum drawn from the 
idle conſumers, who live upon an income alreudy made. hut ſup- 


poſe (J) to be augmented, until it exceeds the quantity of money 
: tormerly 
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formerly ſupęnfluous fas camping 93 alienations ghend-fay, chat 
either taxes, will, become, proportional leſs. productive, or cen: 
ſumers muſt, melt down. the. capital, Of, their funds into paper me 
ney, to the amount. — the deficiency of (a and this, will ſupply 


circulation with. the additional ſum required in, conſeguencs of the 
impoſition of. Taxen z ο b. bro 513 :4ts ob Leg wort. 
Now. I chink, it is a lucky; ci um 
of taxes ſhould be paid by thoſe very people who are he beſt able 
to borrow 1 it upon their funds. b oilduq bas 
Let us, proceed to examine, the progreſs. of 00 and (X) asthey 
continue in circulation. (I) is no ſooner come into the hands of 
the induſtrious ſeller, but he has occaſion. to, go to market; chat 
moment I 1 conſider } him as one of the rich; and the money which, 
at the time he fold, had acquired the denomination of (X),, now get 
ſumes that of (Z). | When be comes.to, buy a commodity with hat 
was formerly his Y. thexe is immediately a part of it converted into 
a nev/ (3), and the remainder. keeps the denomination. of (Y) in 
the hands of him from whom he buys. By this progreſs it is plain, 
that after a certain number of alienations, or tranſitions from ns 
to hand, the whole quantity (Y) will he converted into (&): 
Experience ſhews, this to be the fact; becauſe the amount of 
taxes, in a ſhort. time, far ee the ne ah all the, money. of a 
ö country. 1911 9156 ; calls 03 2b 
Let us next follow the 8 of (Y. bun bisl 
Upon the firſt alienation. of any part of 5 comes to —— for 
| the conſumption | of the proprietors of (2), a proportional part of 
5 is trans formed into (X), and is carried into the public coffers. 
Were it there to be locked up, and not thrown back into circula- 
tions. it is plain, chat i in a ſhort time the whole of (Z) would be con- 
verted into (J), and would be ſhut up in the exchequer. nn 
When the amount of taxes, therefore, is ſent out of the A 
in time of . mult not this produce a ſimilar effect? Has not the 
exporting that amount the fame oſſect wich the lock ing it up, fiance! 
the one and the other equally take it out of circulation? Does it not 


then 
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tuen follow f that ir Here Möney Be Nöt Ubtaihéd, either by Borie: 
ing it back from ſtrangers, t by melting down more folid propetry, 
hat ſellinng rrruſt ſtop, and (Y)/difappear as Well as (X). The rich, 
therefore, muſt give over buying! and the proprietors. of all that 
comes to market muſt deal by barter with'one another. peak 

How naturally do all-theſe conſequences follow one upon the 

other! and how exactly do they correſpond to the principles which 
run through that part of the laſt book nen we wWeated of banks 
and public credit ! * 

Tares are not raiſed, at this time, to remain in treaſures; but to 
anſwer the exigencies of the ſtate: The moment, therefore, that 
the money ariſing from them comes out of the public coffers, it Ioſes 

the character of (X) and reſumes that of (Z), in the ſame manner 
that (Y) was transformed into (2). by being brought to market to 
buy a commodity.” This new (Z), as we may call it, no ſooner 
returns into cireulation, than ir becomes again converted into (Y) 
and (T), with this difference, however, that what came from the 
been. e: 60 far 8 ft i is oV ted _ (DD, recurns UOTE Into f it 
again: en | 10Min 23! 

Hence it follows; that ſtates not pay cher ſervants the 
full of their ſalaries, and make them refund a part in conſequence 
of cumulative taxes, inſtead of proportionally diminiſhing what is 
due to them. And when the ſalaries themſelves are intended to be 
laid under poundage, which in fact is an actual diminution of them, 
they chooſe that the tax ſhould appear to be a deduction out of 
what is ſuppoſed due; becauſe it ſeems leſs arbitrary to impoſe a 
tax; than to diminiſſi a ſalary, without aligning any reaſon for it; 
but indeed, beſides this reaſon, it commonly happens, that the par- 
ticular appropriations and adminiſtration of n revenue render ne 

method ggſier. : 1549 (11, (48 34 e b 
With reſpect to eee taxes r affect the expences of the 
ſtate in the ſame manner as thoſe of individuals; with this dif- 
nnen mans e chat the "por kr retire r into o the xe exchequer; 1 

| ln Ji bur 
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confumer. * 

From what has be ſaid, we may amber the 2 which 
lead to the moſt extenſive eſtabliſhment .of proportional taxes, viz. 
either to draw by partioular regulations, che whole real and groſs 
produce of land and work to market; or at leaſt to bring it under 
the eye of the ſtate, in conſequence of ſome modification or manu- 
facture performed upon it, as was obſerved. with reſpe&-to malt- 
houſes, mills, and public ovens. When, by ſuch- comrivances, 
the whole groſs produce falls under taxation, the proportional 
taxes muſt be gently laid on, and gradually raiſed until they begin 
to interrupt conſumption ; then they muſt be diminiſhed for a 
while, until diſſipation increafes ; a caſe which will ee eng word 
pen, as it commonly keeps pace with induſtry, 

If we ſuppoſe the rich to ſet ont on a plan of ning upon 
heir capitals, inſtead of living upon their incomes, as we have 
Hitherto ſuppoſed; then indeed taxes may augment to a degree not 
to be eſtimated. This combination has already found a place in 
the 26th chapter of the ſecond book, where we examined it with 
regard to the progreſs of induftry. In that place it was ſaid, that 

in proportion to credit and induſtry, it might be poſlible in the 
compaſß of u year, to produce commodities to the value of the 
"whole" property of the moſt extended kingdom. Were that che ; 
caſe, to what a height might not taxes be carried? 

(Y) then would repreſent the whole value of the country, and 
conſequently, (X) would fwell in proportion, according to the 
competition among the inhabitants, to purchaſe every particular 
arricle. Subſiſtence and neceſſaries might be taxed low in propor- 
tion to the abilities of thoſe of the lower claſſes; articles of luxury 
might be taxed in a higher proportion, in order to e, — more 

into the exchequer. | 
Were taxes thus carried to their uimoſt extent, ſtill every. 8 


in "oy ſtare muſt be left at-liberty to fave, or 10 ſpeaks who, 
or 
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or any part of his ſtock, or income; Which is not che caſe when 

cumulative taxes are impoſed. Proportional taxes, tho” carried to | 
their utmoſt extent, will not deprive an induſtrious man of his 
phyſical-neceſflary, nor of the reward of his ingenuity, nor of 
that rank in wealth, to which his birth or expence entitles him *. 

When taxes have the effect of interrupting this harmony of ex- 
pence, of reſtraining the liberty of ſquandering, or of ſaving, or 
of opprefling one ſet of men more than another, in all ſuch caſes, 
they are improperly impoſed ; and inftead of being too high, as it 
is commonly ſuppoſed, I think it is a demonſtration that they are 
really lower than they need to be. The claſſes of men in a modern 
tate, reſemble the horſes in a team. When every horſe draws 
fairly and equally, the whole force is exerted ; but if any one hap- 
| pens to be ſtrained by an overcharge thrown upon him, the force 
of the team is greatly diminiſhed. 

| When proportional taxes are carried to their full extent, I * 
preſume every one will be obliged to pay as much as poſſible; 1 
do not mean that every one will be forced to pay to the extent > 
his. abilities, but I ſay, that the generality will ; and therefore, 
were cumulative, or perſonal taxes, to be ſuperadded on thoſe who 
already pay all they can, they would, by affecting them unequally, 
deprive many of their phyſical-neceſſary, or ſmall profits ; and 
conſequently deſtroy the proper balance of their competition. 
The ſetting the lower claſſes free from cumulative taxes, will 
only have the eſſect of putting the growing wealth of the penu- 
rious and ſaving part of the induſtrious inhabitants out of the 
reach of taxation. This ought in good policy to be done, as has 
been ſhewn in another place. But, farther, we have obſerved, 
that taxes can only be increaſed in proportion to the ſpirit of difli- 
pation in the people. To force money, therefore, out of the hands 
of thoſe who do not incline to ſpend it, is forcing the ſpirit of 


»A man's rank, in a modern ſociety, ſeems to be determined more according to 
huis birth, or to his expenc?, than according to his ſtuck, or income. 
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the people; and if not tyranny, is at leaſt great ſeverity. Beſides, 
we ſhall preſently ſhew, how theſe ſavings cannot eſcape be- 
ing taxed, whenever they begin to produce an income; and al- 
lowing that they may be greatly accumulated, and thrown into 
trade, yet ſtill they muſt in one way or other appear in alienation, 
and become ſubject to the proportional taxes. The only part, 
therefore, of the ſavings not affected by taxes, will be.confined to 
that which is locked up. This in a prodigal nation ſhould never 
be touched. The inconveniencies reſulting to the ſtate from ſo 
ſmall an inequality of taxation, is too trifling to be attended to, 
and too difficult to be prevented. | tes 

I come next to exar e the extent of cumulative taxes. 

If we ſuppoſe the proportional taxes to be carried to their full 
extent, there will be little place found for the cumulative, as has 
been ſaid, The only objects left for them are the OO: locked 
up, and the pure profits upon trade. 

But let us ſuppoſe proportional taxes out of the auen as they 
muſt be when contrary to the ſpirit of a particular nation; and 
then inquire into the principles which regulate the impoſition of 
cumulative taxes, in order to diſcover to what extent they may be 
carried, and what conſequences may follow when they are brought 
to a height. | 

This branch has two objects; art, income, Which is n 
minate; ſecondly, profits. from induſtry, which are and muſt be 
very uncertain. | 

Income, I divide into two forta's ; that which proceeds from every 
branch of ſolid property, capable of producing it: Land, houſes, 
even cattle, furniture, &c. all may, in ſome reſpects, produce an 
income, more or leſs permanent according to circumſtances. This 
tort of income is eſtabliſhed by leaſe. The ſecond fort, is the 1 in- 
tereſt of money, conſtituted by the contract of loan. 

In impoſing cumulative taxes upon income, it is very proper to 
conſider the nature of every ſpecies of it, with reſpect to ſtability. 
Landed property is ſixed, and can not eſcape taxation, were the tax 
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to be carried to the extent of the full income, as has been obſerved; 
Were the ſame proportion to be laid on houſes, they would ſoon 
fall to ruin, becauſe the annual proprietor would not keep them 
up. Like circumſtances muſt be attended to, in n every other 

article of revenue. 1 = 


The method of afourtainims the value of this kind of property, 


is to oblige all leaſes to be recorded, under a ſufficient penalty. 
This is the method in France, for the ſake of the controle, which is 
exacted upon recording them; and this, no doubt, facilitates the 


raiſing of the twentieth . which operates 7 all ſuch 
incomes. 


The value once aſcertained, the whole 1 income is at ther mercy of 


the ſtate, in proportion to the impoſſibility of avoiding it, by any 
change on the nature of the fund. It is from this circumſtance 
that L call all ſuch taxes arbitrary impoſitions. And I call them 
alſo cumulative ; becauſe the reaſon given by the ſtateſman for im- 
poſing them, 1s, that it 1s juſt every one ſhould pay a general tax, 
for the ſupport of the ſtate, in proportion to his abilities. 

As theſe taxes cannot be carried beyond the value of the income 
which the proprietor cannot withdraw from under the burden, we 
ſee the impoſlibility of eſtabliſhing them upon that income which 
proceeds from money. If a tax of ſo much per cent. be impoſed 
upon money lent at intereſt ; the lender may immediately call in huis 
capital from his debtor, and ſend it away beyond the reach of the 
tax. If the calling it in be prohibited, then all credit is deſtroyed 
for the future, and no more money will be lent. If the ſtateſ- 
man ſhould incline to profit of the advantage found in ſecuring 
money upon land-property ; and if, truſting to the deſire moniecl- 
people have of ſettling rheir capitals in that way, he ſhould take one 
or more per cent. upon capitals ſo ſecured; it will ſtill have the 
ellect of hurting the credit of landed men, who have fr e 
no re OY but their land to 8 e. 
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It was formerly the practice to allow tlie landlords to retains 
part of the intereſt; in eonſideration of the tax they paid upon that 
part of their land, which was pledged for rhe ſecurity of the money 
borrowed ; but when credit is once eſtabliſhed, that regulation has 
no other effect, than to oblige them to borrow fo much derer 
than other people, who have no reterition to claim. Where indeed 
credit is precarious, ſucha regulation would be a premium for * good 
ſecurity. | 
In general, I beliefs, we may fafely determine, that all attempts 
to lay a tax upon the income of ſo fluctuating a property as money, 
where the capital is demandable, will prove unſucceſsful. g 
The caſe is different, when the capital is not demandable, as has 
been obſerved in the end of the 8th chapter upon public credit; 
where we were ſuggeſting a reaſon for taxing the intereſt of na- 
tional debts, when grown up to the full amount of all the income 
of a country. But a material diſtinction was there made, between 
thoſe debts which were ſuppoſed to be conſolidated into a perma- 
nent property, and new contracts which were to be ee as 
debts upon that property. _ 
We ſee, therefore, the extent of cumulative taxes upbm poſ- 
ſeſſions which produce an income. Let us next examine how Seng | 
may be made to affect other articles. 1 
We have obſerved how improper, and how contrary to princi- 
ples it is, to impoſe proportional taxes upon thoſe branches of ſale, 
which do not change the balance of wealth between the con- 
tracting parties. Yer cumulative taxes may then take place; 
becauſe” there is no nn. to 2 them n or een 

tional. Wel | 
When nds; for 1 carry titles . with 3 as 18 
the caſe in many countries; and when, as with us in Scotland. 
they carry a right to vote for a member of parliament, a very 
heavy tax might be impoſed upon the al ie nation of them. The ſame 
may be ſaid of every other eſtate which E ph inveſt | 
. 13-1 41 cure 
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ture to compleat the right. Thus the, ads et vente in France, which 
is a portion of the price of ſuch lands due to the ſuperior! or lord - 
paramount of the fee, amounting in many caſes to the ſixth part 

of the price, is a hint for a gunaylace, tax to * raiſed upon che 
alienation of this kind of property. 1 

Were cumulative taxes properly laid ——_ 3 ſervice, a re- 
gularity:i in levying them at ſhort intervals, and according to ſome © 
determinate proportion, would do a great deal towards communis 
cating to them all the advantages of thoſe of the proportional kind. 
- Thus a tax laid upon thoſe who work by the day, may be levied 
in ſuch a manner as to be tolerably eaſy. A penny a day (or more 
if neceflary) paid by every induſtrious man, regularly, once a week, 
would ſoon enable him to raiſe his price in that proportion. But 
then deductions muſt be allowed for all accidental impediments ; 
and were a plan to be concerted, many other conſiderations would 
enter into it, which it would be ſuperfluous here to Wenne and 
which, perhaps, may occur in another place. 

The two articles which, in analizing the extent of proportional 
taxes, we obſerved had eſcaped that impoſition, to wit, money 
| locked up, and the pure profits on trade conſtantly accumulated 
into the ſtock, are equally ill adapted to bear a cumulative tax. I 
can ſee no way of taxing money locked up, any more than money 
lent, without opening a door to the greateſt oppreſſion. And as to 
the pure profits on trade, although they appear to be income, I 
rather conſider them as ſtock, which, according to principles, ought 
not to be taxed. My reaſon for not conſidering them as income, is 
becauſe we have ſuppoſed them to be accumulated by the merchant. 
into his trading ſtock. They reſemble the annual ſhoots of a tree, 
which augment the maſs of ir, but are very different from the ſeed 
or fruit which is annually produced, and is annually ſeparated 
from it. If they are ſpent by the merchants, then they are un- 
doubtedly income, and will be aflected by proportional taxes; but 
as they may alſo not be ſpent, and become ſtock, the cumuladive 
tax will Ss them in both caſes, 2 
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AVING endeavoured to geidues the e of taxation, 0 
examining the combinations which occur when we ſuppoſe 
it augmented to the higheſt degree, I muſt now look for new 
combinations, which will ſuggeſt themſelves upon AR the 
conſequences of a total, or a partial abolition of taxes. 3 
So far as taxes are abſolutely neceſſary for the ſupport of govern- 
ment, no body, I ſuppoſe, can with to ſee them aboliſhed. - The 
object, therefore, of a ſtateſman's attention in levying taxes for in- 
diſpenſable national purpoſes, ſhould turn upon the principles we 
have been examining. What now follows relates to the conſe- 
quences of aboliſhing taxes once eſtabliſhed, ſo far as it proves a 
revolution in the oeconomy of a ſtate. This will lead us to examine 
the conſequences of taxes, conſidered as voluntary public contri- 
butions, independently of the abſolute neceſſity of raiſing them to 
ſapply the exigencies of the ſtate. We are therefore to examine the 
conſequences of ſo great a change to the whole body of the ſociety, 
conſidered as a nation, which requires a public ſtock, to which it 
may have recourſe upon every extraordinary occaſion, 
When the intereſt of a whole people 1s examined with reſpect to 
taxes, they may very properly be divided into the following claſſes. 
1419, Thoſe who receive the amount of taxes, viz. the creditors 
and ſervants of the . N thoſe to whom they give ny 
ment. N | | 
2a, Thoſe wha advance bon e viz. an the different claſſe of 
me induſtrious. VE AO ng LON 8 11055 
311, Thoſe who pay the dg viz. al ae rich and idle or, in 
other words, all thoſe who cannot draw back what'they have paid. 
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In theſe cafes are comprehended thoſe who pay the taxes, and 
| thoſe who receive the amount of them; conſequently, in whatever 
concerns taxes, the common intereſt of the whole taken together 1 is 
what muſt regulate the conduct of the ſtateſman. 

In order to determine this firſt and general queſtion, viz. the con- 
ſequence of aboliſhing taxes relatively to the cumulative intereſt of 
a whole ſtate, it is proper to inquire, * 

+2429, What will be the conſequence of aboliſhiog taxes, 2 
to thoſe who now receive the amount of them, viz. the creditors and 
ſervants of the public, and thoſe to whom they give employment. 

2do, What will be the conſequences of aboliſhing taxes relatively 
to trade, induſtry, and manufactures: that is, whether theſe great 
objects are carried on to moſt advantage, when every individual 
contributes largely in providing a fund to be adminiſtred by a ſtateſ- 
man; or when no body contributes any thing, but when every one 
retains the whole of his income, and the profits of his induſtry, 
and diſpoſes of them as he thinks proper. 

tio, What will be the conſequence of aboliſhing taxes, e 
to that part of the people who now complain that they are forced to 
contribute to every tax, although by their excluſion from the emo- 
luments of lucrative employments, they bear a greater burden tlran 
others not better entitled to enen who thereby profit at their 
CxPence ? | | 

To determine ſo intricate. a l ſeveral combination of 
circumſtances muſt here be examined, and from the particulars 
reſulting in every caſe, we ſhall, towards the end of this chapter, 
endeavour to point out the general concluſion. I begin by examin- 
ing the conſequences. arifing to the creditors, and to thoſe who 
ſerve the ſte, from the ceſſation of thoſe expences which flow 


ftrom the produce of taxes, either in paying the intereſt of debts, or 


in defraying the whole agua expence of government. 
As to the creditors, this queſtion has been already diſcuſſed. we 
have ſeen that the withholding the intereſt due to them would have 


the conſequence of bringing on ſuch a convultion 1 in the ſtate, by the 
| breach 
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breach of faith, and ruin of public credit, as would throw. every 
thing into confuſion; But with reſpect to the ſervants of the late, 
we muſt inquire, whether the raiſing taxes for defraying this 
article of expence be more hurtful to the. people in general, than 
the conſequences of ſuch a revolution in circulation. and employ- 
ment, which would follow, if the taxes were to be e ae 
yo. ſervants employed by the ſtate diſmiſſed. | 
When the neceſlity of raiſing taxes is out of the queſtion, the hurt 
hay do in general to a country is when, by the impoſition, the 
money is taken out of thoſe hands who would have employed it 
for the advancement of the proſperity of the ſtate, in order to throw 
it into thoſe who will employ it otherwiſe. From this let us now 
draw ſome concluſions. - 
imo, That if money be when from thoſe who would have em- 
plovyed it in feeding themſelves, and in continuing their induſtry, 
the ceſſation of ſuch a tax is in a manner giving bread to thofe who 
are ſtarving. 
2do,, If money were to whe hen rain thoſe who, having more 
than bare neceflaries, would, by its uſe, increaſe the demand for 
domeſtic induſtry, and were that money beſtowed on a fet of men 
who would employ it in the purchaſe of foreign commodities; the 
ceſlation of taxes, in ſuch a caſe, would, ſo far, take the bread 
out of the mouths of W and 595 it to our own N 
men. | 
The abolition of the firſt Waden of taxes is advantageous to a ſtate 
in every combination, let the money arifing from it be ever fo well 
en re As to the fecond ſpecies, the abolition is not neceſſary; 
becauſe the vice lies only in the miſapplication of the amount. 
Let us then ſuppoſe taxes to become unneceſſſd%, and all 
thoſe of the hurtful Kind, depriving the induſtrious of bread, and 
enriching foreigners at the expence of citizens, to be taken off. 
Suppoſe that after all, there ſhould till remain more taxes than 
are ſufficient for ſupplying all the neceſſary charges of govern- 
ment, when n with . * with oeconomy, and 
| that 
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that this ſarptus is beſtowed in gratifying individuals, beyond the 
value of all the ſervices they do the ſtate: I aſk whether this ſuper- 
fluous expence is immediately to be cut off, and taxes diminiſhed 
in proportion; or whether it would not be more proper to let the 
taxes fubſiſt, nenne applying the amount 
of them? _ 

I e that according to the ſtate of the queſtion, the body of 
the people, who are all made to contribute towards the enriching of a 
few of their number, may juſtly complain of the inequality of their 
condition, and have a title to demand an abolition of their taxes, 
unleſs it can evidently be made appear, that by granting cheir 
requeſt. there would follow a prejudice to the ſtate, which n 
aſſect (cir own intereſts as individuals. | 
4s diſcover how far this may be the caſe, let us form as many 

_ combinations as we can, relative to the effects of diminiſhing taxes, 
and candidly examine the moſt natural conſequences of every one, 
It we find that the maſs of a people gain, in general, more than 
they loſe by paying taxes impoſed with moderation and propriety, 
and ſtill more if it appears that their eaſe and proſperity depend 
upon the levying and expending of ſuch taxes; I think we may con- 
clude, that all diminutions of them which hurt the intereſt of the 
greater body, are in general hurtful to the ſociety. 

Let me firſt ſuppoſe a general reform of all unneceſſary expence 
to take place at once, and a proportional abolition of taxes to go 
hand in hand with it. Would not all thoſe who at preſent ſubſiſt 
by the ſuperfluous expences of government, be reduced to mitery : 
Would not all thoſe who ſupply unncceſſary wants, equal to the 
whole amount of the taxes ſuppreſſed, be forced to be idle in pro- 
portion? The millions who contribute in paying thoſe ſums would 
be differently alfe&ted. Thoſe who pay out of a fixed and certain 
income, would feel an immediate benefit from it; thoſe who con- 
tribute by proportional taxes would alto be gaiacrs, providing they 
be of the idle claſs; but all the induſirious would loſe in propor- 
tion, if the prices of ſubſiſtence lhould not fall with the dimi- 
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Hit ion of their taxes All the manufacturers of exciſeable goods, 
| who had been uſed to advance the taxes; ias'we have obſerved, would 
gain conſiderably. For the diminution: of the taxes would be total 
as to them, though not to their cuſtomers;; becauſe; traders would 
never want pretences for keeping up the price of their commodities 
beyond the ee oF: chat! it ought to den when) duties are 
taken . 

I decide with the greater certainty as to this i from the 
| 481587 it bears to the conſequence of changing the denominations 
of the coins in France, which long experience ſhews never to have 
the immediate effect of regulating prices proportionalljx.. 
But as we are here conſidering the conſequences of a ſudden abo- 
lition of taxes, let us, for a moment, conſider, with an eye of hu- 
manity, the ſcenes which would unavoidably open to our view, 
both in the formerly opulent habitations of thoſe who were wont 
to wallow in public money, and in the comfortable dwellings of 


many others of every denomination, who, either as the reward of 


merit, or as the recompence of painful induſtry, had ſupplied the 
wants of uſeleſs armies, navies, arfenals, dock-yards, &c. for- 
| merly paid otit of taxes, now aboliſhed, and who pars hy nn 
tilted and brought up their families. wr 
Are not all theſe children of the ſtate? Have n not had 8 = 
and mothers who have been greatly relieved by procuring ſuch 
outlets for them? Have they not children who are educated; and 
brought up with the amount of their ſalaries; and profits of their 
ſervice? Have they not had people of every claſs of induſtry, who 
have gained their bread by providing for their wants, while they 
were ſupplying thoſe of the ſtate, no become ſuperfluous? In one 
word, does not the money they receive, circulate and return to the 
grand river, as I may call it, in the ſame manner as that of her 
members of the fare? *:i5ibivibn Snot by 
For theſe reaſons, I ſay, nt i taxes once apt Warp 5 
brought to circulate through a certain channel for a long time, can- 
8 ſuddenly, be ſuppreſſed, without r far greater miſery 
7 | and 
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and diſtreſs chan can ariſe from them, when levied with any 
degree of intelligence. This is nowiſe peculiar to the ſuppreſſion 
of taxes; it is equally the ſame, in every ſudden revolution of 
Chriſtendom, who doubts of the afflictions, miſery, and diſtreſs, 
which followed to every claſs of inhabitants employed by them, 
in every kingdom in Europe? Could ſo large a conſumption as 
that of ſo great an order ceaſe at once, without drawing along 
with it numberleſs inconveniences? . Did not the reformation itſelf, 
otherwiſe ſo great a bleſſing, ſtarve a multitude, of poor who were 
fed by the monaſtries? Did not the ſecularization of ſo many eccle · 
fraſtical beneſices do great prejudice to many families, by blotting 
out an infinity of ways of procuring an. eaſy livelihood for their 
children? Let thoſe who do not feel the truth of, what I here ad- 
vance, examine che ſtate of the proteſtant nobility in Germany, 
where: you find. the ſame hardſhips ſtill ſubſiſting, though in a 
degree much inferior to what it muſt have been at the time of this 
ſudden revolution, which took bread from Shonſands: of the younger 
ſons of noble families. 1 
Such revolutions have bappeneibe uch inconveniences have been 
felt: but they were not the deliberate act of any particular ſtateſ- 
man. They were the effect of thoſe convulſions which the human 
| paſſions occaſion. No body can juſtly impute them as neceſſary con- 
ſequences of a reformation in religion, But let any ſtateſman now,” 
from a cool reflection upon the unneceſſary load of employments 
in church, ſtate, army, navy, finances, and law, and from a prin- 
ciple of diſtributive juſtice, abaliſh at once all that is ſuperfluous, 
and the taxes, at the ſame time, out of which the emoluments arite, 
he will very ſoon ſet before the eyes of his people, ſuch a ſcene of 
compaſſion, as will quickly blot out the remembrance of the favour. 
We ſhould not then find ſome individuals reduced to want, but 
numerous families; not a parcel of beggars ſtarved, but induſtrious 
manufacturers; not a ſet of eceleſiaſtics, who from their ſtate of celi- 
wry and retreat, appeared already, in a manner, ſeparated from 
AALL 2 the 
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the! copmonwealth; but a multitade of people connected by mar- 
riage, by ſocietx, and by all the tender bonds which unite man- 
kind.“ Such a ſoene, ſay, would not fail to excite compaſſion ; 
in the heart of thaſe very men in whoſe: favour: the deſolation was 
to be hrought on; and: the ſtateſman would thereby loſe the whole 
merit of his ill judged zeal for diſtributive juſtice, and be conſidered 
in the wad. unfavourable. light chat eee or een culd 
ſuggeſt. u Alnbül 3c 
This is a 9 bet e no inecacion. * 3 2 Miſe: 
application of public money, but to point out how far a err 8 
tion in this particular is a delicate operation. 
A good phyſician never attacks a diſeaſe by violent . wiv 
mild ones, with time, may be made to produce the ſame effect. 
Nothing can reſemble an ingrained diſeaſe in a human body, more 
than an ingrained vicious hahit in a ſtate. The ſpirit of a nation is 
influenced, as has been ſaid; by the adminiſtration of its govern- 
ment. So large a ſum of miſapplied money creates a political diſ - 
eaſe, which muſt be purged away by degrees; and new doors muſt 
de opened to receive thoſe whoſe mer method of IN 18 
thereby intended to be cut off. | 

Let me-next:examine the conſequence of a nk . 1 inſenſible 
reduction of taxes, relatively to trade, induſtry, and manufactures. 
-It would be both tedious and ſuperſluous to trace the ſteps: by 
which ſuch an operation ought to be conducted. Let me ſuppoſe it 
complear;; but let it not be ſo very gradual as to n ee 
brance of the age of taxes, and of their effects. | 

We have ſufficiently analized the whole e of ee ge 
we have:ſhewn how eit muſt conſtantly be in proportion to aliena- 
tion, and how, when deficient, induſtry ſuffers a check. Even 
when peace is reſtored after an expenſive war, we have-ſhewn how- 
circulation diminiſhes, from the abatement of public expences, how 
money ſtagnates, and — hat eee 
e ee eee t YMLTONT Meri 3 
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Let us now apply theſe prineiples to the queſtion” before us. Let 
taxes be aboliſed ever ſo gradually, the circulation of the exche- 
quer muſt ceaſe in proportion; confequently, the whole alienation, 
and the whole induſtry which is the object of that alienation, muſt 
ceaſe alſo. The money iſſued from thence at preſent, continues its 
pProgreſs from hand to hand, and all is found neceſſary for cireu© 
lation, in this age of taxation, as we have called it. What a deal 
of induſtry is implied in the circulation of a ſum equal to all the 
taxes! Let thoſe who chooſe to calculate, ſtate the e 3 
portion, becauſe Iwill not here interrupt my ſubje&. ' 
As the whole money of the country is to all the alienation Joc 
formed by it, ſo is the ſum * taxes to A * of mn unn 
will fall with them. (x) 
If a graduat diminution of taxes es: hee the effect of extins 
guiſhing ſo much induſtry, it will have the effect of ' ſtarving the 
induſtrious who-lived by it. But before they ſtarve, the price of 
work muſt fall below the price of the narroweſt ſubſiſtence: becauſe: 
the never failing foreign demand for ſubſiſtence; will keep it above 
the rate of their ſlender abilities, as long as any trade remain: 
To imagine a foreign outlet for cheap manufactures, while the 
ſubſiſtence of workmen is at par with other nations, is againſt. 
all principles; as it is againſt experience, to ſee a country without: 
revenue, and without taxes, carrying on with ſucceſs: the; rd 
tions of induſtry and foreign trade. | 
Compare, therefore, the ſituation of racks eee . 
thoſe in the age of taxes. Compare thoſe who would augment a. 
ſupply far beyond all the demand for it, with. thoſe ho are paying 
large taxes, and as regularly drawing them back, either upon the- 
ſale of their work, or in conſequence of wages which enable them 
to be idle two or three days in a Week. | 4 
In fuch a ſituation, how ardently nah the former widkiadefenr; 
the idle conſumers turniſhing again a copious ſupply of money to- 
government, for removing ſuch inconveniences. They would then 
quickly perceive that they had not been of that claſs which had: 
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fel the load of taxes; they would reeal to mind the joyful hours 
they had fpent in public houſes; the fortunes which every induſ- 
trious man might hope to accumulate, while every branch of 
induſtry was kept alive, by tlie means of a copious circulation- 
If, therefore, the induſtrious claſſes of a people cannot be benc- 
fited by an abolition of warn 1 us next men to en the 
advantage would accrue. 5 E YATE 1! 
It has been ſaid, that ihe idle conſumers pay alila taxes of 5 pro- 
portional kind; the proprietors of lands, houſes, &c. bear every 
where a very large ſhare of taxes both proportional and cumulative, 
This claſs of men, therefore, are thoſe who bid the faireſt to reap 
à benefit from an abolition of them. But the proprietors of lands 
are by no means included in the claſs of idle conſumers, in every 
reſpect; altho they may be conſidered in that light, with reſpect 
to ſuch taxes upon their conſumption as they do not draw back 
from their direct induſtry, in producing ſome manufacture which 
they may ſell again, with a proſit proportional to the tax they paid. 
They are maſters of a property, which, in a country of induſtry, 
is daily augmenting in its value. Their fortunes, often ſwell 
taſter than thoſe of any one claſs of the induſtrious ; but they aug- 
ment by annual income; the fortunes of all the reſt, increaſe by 
the capital. Every penny raiſed in a landlord's rent, is e es 
to half a crown gained by a merchant; 

If it be true that taxes, rightly impoſed, do no = katie to _ 
of the manufacturing, or any-wiſe induſtrious claſſes of a people; 
and if it be true, that an abolition of choſe taxes, by contracting 
circulation, would diſcourage induſtry; then we may determine 
that the landlords would loſe much more in finding the improve - 
ment of their lands interrupted, than all W can n ae adding 
their taxes to their preſent fortunes. „ Ln 

Combinations of this ſort are ſo gta, a ta cannot mcd 
to untold them ſtep by ſtep, as might be done in caſes of a more 
ſimple nature. The concluſions therefore drawn from reſearches of 
this kind, do not command that aſſent, Which we ſind in a man- 
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ner extorted from us upon other occaſions. In, this chapter, I have 
taxes is advantageous to a country in every reſpect. My view is to 
point out the advantages they actually have. The common opinion 
is that they are hurtful. Our feelings, however, have raiſed doubts 
with many great men concerning the truth of that propoſition. 
If my inveſtigations, however imperfect, and however liable to 
objections, ſhould facilitate to others the clearing up a point, which 

is beyond the reach of my capacity to extricate, this conſideration 
will be a ſufficient encouragement for me to proceet. | 
Let me, therefore, lay aſide the thoughts of analizing the effects of 
taxes, with ſuch accuracy as to form a demonſtration of their being 
more beneficial than hurtful to an induſtrious nation, and that the 
throwing them back into circulation does more good, than che 
raifing them does harm, But let me ſhew, in general, tha: the 
intereſt of landed men, who, L think have, beyond all doubt, been 
proved to be thoſe who, in the firſt place, pay a confiderable part 
pm n, does n no nenen au abolition. of 


them. 7 | 
The proprietors We PRIOR a we have: n Sd d 


as being of the claſs of the idle conſumers, advance their rents by 
the great demand produced for ſubſiſtence, in conſequence of in- 
duſtry. This, if it does not raiſe: the price of ſubſiſtence, keeps 
it, at leaſt, at an equal ſtandard; and that ſtandard muſt bear a 
proportion to what it is worth in other nations, as long as trade 
ſubſiſts. But let trade decay, let domeſtic induſtry fail, it will not 
be the foreign price which will then ſupport the rate of our 
markets. What a multitude of circumſtances contribute to the: 
exportation of our ſuperſluity! I can ſend from Charing-croſs, any 
parcel whatever, to the diſtance of ſifty miles, cheaper than from 
my own country habitation, where I can have a man, with a cart, 
for twW oO ſhillings a day. From Charing+-crots, I can ſend, at an 
hour's warning, many thouſand tuns weight: here I could not do 


Ann ſame in many weeks. Near London, an extended common 
ct may 
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may be incloſed and improved in a ſeaſon: here, the improvement 
of a ſmall field is the buſineſs of a man's life. Let me even on. 
fider how matters are changed within theſe fifty years. Under 
takings which now are executed with little difficulty, were 
then abſolutely impracticable. An army was neceſſary thirty years 
ago to make a road of a hundred miles, and the nee were 
aſtoniſhed at the execution of it *. | 7 
Were it neceſſary, at this time, to do as much every year, „162 mo · 
ney be but provided, hands will not be nee eiten to nns 
or execute the plan. . | 
| The number of * avell ako makes 1. es of a 
ſtate; and the profits of the opulent claſſes, by the augmentation 
of induſtry, more than compenſates all the burden of their taxes; 
They grow in relative wealth; and the acquiſitions they make, are 
commonly exempted from the cumulative taxes raiſed upon rheir 
poſſeſſions. In proportion to their induſtry in improving their 
lands, their fortunes augment. The preſent ſyſtem of taxes does 
not interrupt their operations. Were any great change in that par- 
ticular to take place, which might ſink the market prices of fuk- 
ſiſtence, even allowing that it would prove an advantage to foreign 
rrade, they, I am ſure, wn be the firſt who would feel de 
convenience. 
It may be wondered, "RA I have not ſuggeſted, as a cans 
of taxes, the increafe' upon the price of the earth's productions, 
_ which is a direct indemnification to all the landed intereſt, more 
than equivalent to the taxes they pay. But taxes upon land, do 
not augment the price of grain, as they raiſe the price of exciſe- 
able goods. The reaſon is plain. The tax upon land aſle&s only 
the proprietor's ſhare of the produce of his lands: were he to at- 
tempt to raiſe the price of his grain, in proportion to the tax he 
pays, his farmer, Who pays no land-tax for his portion, would 
underſell him in the market. A tax never can raiſe a | price, _— 


* Wadr's road mad he FO of Scotland, 
when 
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ven it is laid on ſo univerſally, as to make it impoſſible for any 


perſon to avoid it, who ſells in competition with another who pays 
the duty. It is from this principle that ſmuggling often ruins fair 
traders: the ſmuggled goods are ſold cheaper than thoſe which pay 
duty, and the fair trader is ere forced to ſell below what he can 


afford. 


On the whole, 1 believe chat aiding this ami is sun; 


underſtood, it will be found, that taxes affect prices far leſs than 
any one could imagine; except in the caſe of exciſes; rightly im- 
poſed, and levied without fraud. There indeed they have their 
effect ; but in every other mode of impoſing them, I am apt to 
believe that they do not produce the conſequences commonly 
aſcribed to them. I have already ſuggeſted the reaſon in a former 
chapter upon this ſubject ; where the influences of competition in 


the markets where commodities are fold, has been proved to work 
more irreſiſtible effects in regulating the price of work in general, 


than any thing that taxes, not immediately impoſed upon the very 


article of.conſumption, can produce. But if in ſpite of all that has 
been ſaid, it ſhould be urged that the prices of labour and manufac- 


tures riſe in proportion to taxes, I anſwer, that the difficulties reſult» 
ing upon this hypotheſis, would be many more than could be ob- 

jected to the other theory. Could, for example, any man aſlign a 
_ reaſon, why a pound of the beſt ſnuff in. England ſhould be ſokl 
dcarer than in France, where it pays a duty of above two ſhillings 
ſterling ; why many articles of manufacture can be afforded 
cheaper in England, than in Scotland, where taxes are certainly 

lower, and although a day-labourer in the firſt be paid a ſhilling, 
and in the laſt little more than eight pence ; why ſubſiſtence ſhould 
be abſolutely dearer in Scotland than in England, taken upon an 
average ; why univerſal experience. ſhould prove, that when the 


price of ſubſiſtence is raiſed by ſcarcity, work inſtead of rifing, is. 


conſtantly lower than at other times ? 
From all theſe appearances, added to the arguments I have 
uſed to prove that taxes are not prejudicial to induſtry, I conclude, 


EL _KKU. that. 


r 
. 
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-that the theory I have attempted to give is juſt in the main; 
and that when taxes are judiciouſly impoſed, and _— —_—_ 
e oppreſſion, they enrich a nation. | 
Inno, By putting into the hands of a good W the means 
ef removing every abuſe of rendering the ſtate reſpected by its 
enemies; of ſupporting every claſs of induſtrious inhabitants, 
-when their particular branch falls under diſtreſs ; of providing an 


outlet for many young people, who in time become ornaments to 


-their country, and inſtruments of her defence; of ſupporting 
foreign trade by bounties on exportation; of encouraging the im- 
provement of lands, the eſtabliſhment of colonies, the extenſion of 
Mlheries, and every other ſcheme for Ec the ris 
2 ſubſiſtence and manufactures. | 
- 24, That the multiplication of taxes, excluſive of the encour- 
agements juſt mentioned, which are beſtowed graruitouſly on 
trade and manufactures, do, of themſelves, and independently of 
__ proper application of their amount, augment, demonſtrative- 
ly, the la of circulation, alienation and induſtry z and in this 
od mg may be comfidered as a voluntary contribution, in the firſt 
place at leaft, from the rich who pay neg to the intuſtripge who 
| Oy draw them back. | | 
' 3770, As to that part of the people, wh pay their taxes without 
Turing the advantages of thoſe who ſerve the ſtate in lucrative 
employments, I ſay the induſtrious part of them pay nothing; and 
the demand for what they produce, is greatly increaſed by the . 
pence of thoſe very men who are the objects of their envy: an 
farther, that if an alteration were to be made on the revenue, by 
any abolition of taxes, thoſe who imagine themſelves hurt at 
preſent, might find, by ſad experience, a much greater, and much 
more real hurt, from what would diſturb the harmony of the pe 
ſent ſyſtem. | 
To conclude, we have a tolerable notion of the ftate of inditry : 
in former times, when taxes were little known : we may ſee the 
progreſs it is making in countries where, at preſent, impoſitions 
Fo . Ee 
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ate-conparativity lower than [elſewhere ; and we may compare 


the ſtate of thoſe countries with our own, as to eaſe and happineſs. - 
From ſuch inquiries, nothing; I apprehend, can be concluded in 


favour of the progreſs of induſtry, from an abolition of taxes. 


That ſuch an abolition may produce ſome! good eſſect, as yet un- 


known, I ſhall not pretend to deny: we have not lived long enough - 


to ſee any experiment of this kind put in practice. 


From che expoſition 1 have given of this matter, there ien 


grout difficulty to be ſolved. 


Taxes are paid, no doubt, and 3 according t to 55 0 


ſeems to pay them. The induſtrious draw them back; the pro- 


prietors of land and ſolid property are ſaid to be indemnified ; ; 


prices, it would appear, are not to fall by a diminution of taxes, 


in favour even of the moſt idle conſumer; they are not made to 
rife in confequence of an augmentation on them: Whence then do 
taxes proceed? From what fund do they ariſe? What intereſt do 


they affect? I can ſolve all theſe difſiculties, by an anſwer to ano 


| ther queſtion. From whence ariſes the value of a ſmall parcel of 


flax, when. wrought into fine lace ? It ariſes from the price paid for 


time well employed; which produces nothing when fpent in idle- 


neſs. This is the fund out of which the greateſt part of taxes is 


paid; it is a fund created by the induſtrious Britons, which I hope 
will increaſe for many centuries, tho' taxes ſhould increaſe in pro- 
portion. It is worth more than ten times all the taxes which could 


be raiſed, and all the landed property without it. Let that time 


be ſpent in idleneſs, and the whole produce of this iſland would.nap 
uf the expences of government for a month... 


b b b 4 
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to induſtry. What makes ſeveral people adopt this opinion 18 
their feelings, in conſequence of many circumſtances ariſing from 
experience, rather than what reaſon, or the nature of the thing has 
pointed out. But as nothing can be produced without an adequate 
and natural cauſe, it is proper to examine this political problem, by 
an application of the principles we have laid down in the former 
chapters. If theſe-be juſt, we ſhall diſcover by them, how it hap- 
pens that in countries where taxes are high, where living is dear, 
and where every eirtumſtance ſeems to render the means of ſub- 
ſiſtence difficult to obtain, people live in the greateſt plenty, are beſt 
and moſt v fublited, and that NR * nn * ey 
For me ſolution of ü this Diels] let us call to mind the al 
'which influence the multiplication of mankind, and the increaſe 
of labour and induſtry, laid down in the firſt book. We there ex- 
| Plained how the” wants ow” mankind: PRO their wine 
f tion. ON Fe g 
Money, the inſtrument of Mt was repreſented. as the 
primum mobile in this operation; a'defire in the rich of acquir- 
ing every thing with money, that is demand, was ſhewn' to be 
the ſpur to induſtry in the poor. It was ſaid, that if riches did 
not inſpire a taſte for luxury, that is for the conſumption of rhe 
labour of man, theſe riches would not circulate; and that they 
would then be adored rather as : a god, n made TOUIEFVIERt © to 
the uſes of men. 
Connect herewith that the n of taxes is a method of 
bringing money into circulation; that thoſe of the proportional 
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kind have the effect of drawing from the rich, an additional price 
upon every thing they buy, which goes for the uſe of the ſtate, 
and which otherwiſe would not have entered into circulation at 
that time. 

From theſe: principles, I conclude, d promote induftry ; 
not in conſequence of their being raiſed upon individuals, but in 
conſequence of their being expended by the ſtate ; that is, by incre 
ine demand and circulation. F 


From the principles above laid 4 cannot 2 the 


Made of a reaſon, to conclude that the taking arbitrarily away 
from ſome individuals, a part of their gains by cumulative 
or proportionally from others, by augmenting the price of what 
they buy and conſume, muſt in any reſpect imply an incitement 
in the conſumers to demand more; and without this it uf can 
excite the induſtrious to augment the ſupply. + 0 

IT readily allow that every one who has been N to pay a 
tax, may have a deſire to indemnify himſelf of the expence he 
has been put to, by augmenting his induſtry; but if on the other 
Hand, taxes have put every one to a conſiderable additional ex- 
pence, in proportion to his eſtate, it would be abſurd to allege 
this diminution of his fortune, as the cauſe of a to e. 
his conſumption. / 

- Examine on the other hand, the uſe 1 . the tate. of he 
money raiſed, and you will eaſily perceive the juſtneſs, I think, 
of the above mentioned principles. This money belongs to the 
public, and is adminiſtred by private people. Public expence js 
defrayed with a full hand; they who beſtow the money, , beſtow, it 
for the public, not for themſelves; and they who work for the 
public, find, or ought to ind, the greateſt encouragement to be 
diligent. 

Every application of public money implics a want in the fate; ; 
and every want ſupplied, implies an encouragement given to in- 
duitry.. In proportion, therefore, as taxes draw maney into cixcu- 


Te: which; otherwiſe, would not, have entered into it at chat 
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time, they encourage induſtry ; not by taking the money from in- 

dividuals, but by throwing it into the hands of the ſtate, which 
ſpends it; and which thereby. throws it directly into the hands of 
the induſtrious, or of the luxurious who employ them. + _ © 

It is no objection to this repreſentation of the matter, that' the 
perſons from whom the money is taken, would have ſpent it as 

well as the ſtate. The anſwer is, that it might be ſo, or not: 
whereas when the ſtate gets it, it will be ſpent undoubtedly. He- 
ſictes, had it been ſpent by individuals, it would have been laid 
for the ſupply of private wants, which are not near ſo extenſive 
as thoſe of the public: and farther, when money is ſo taken 
from rich individuals, it obliges them to find out a way of 
procuring more, out of their ſolid property; and when this 
facility is not procured for them by their ſtateſman, we ſee how 
taxes become both oppreſſive and ill paid. On the contrary, when 
it is provided, either by the returns of foreign trade, which 
greatly augment the coin of a country; or by banks, which melt 
down' property into paper circulation ; we ſee taxes augmenting 
conſtantly, without creating any impediment to conſumption, or 
diſcouragement to induſtry. All theſe conſequences hang in a 

chain, and hence the ſolidity of the principles upon which they 
depend may be gathered. 

After this ſolution of the queſtion e let thoſe who are 
verſed in hiſtory combine circumſtances, and examine whether 
facts do not prove the truth of what I have ſaid. | 

During the time of the. Roman empire, when the riches of 
Aſia flowed into the coffers of Rome, and were conſtantly ex- 
 hauſted by the prodigality of the emperors, we perceive, from 
many circumſtances, to what a degree the conſumption of fuper- 
fluitics augmented. The price of certain commadities roſe to 
an exceſſive height; induſtrious people, of the loweſt extraction, 
were daily ſeen to amaſs prodigious fortunes : theſe are proofs of 
circulation. But when we conſider the expences of a Lucullus, 
or of a any who conſumed, it 18 ſaid, the work of ten thouſand 

flaves, 
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ſlaves, and compare the conſequence of that conſumption with the 
expence of a modern, who ſhould conſume the induſtry of ten 
thouſand freemen, we ſhall find a wonderful difference in the effects 
of the one and of the other, with reſpect. to circulation, and the 
encouragement given to induſtry. 

There was no alienation between Craſſus and his ten thouſand 
ſlaves, notwithſtanding all the work conſumed ; conſequently, 


the only circulation implied by this conſumption was in proportioa 


to the neceſſaries which the maſter was obliged to purchaſe for ſo 
great a multitude: and if we {till ſuppoſe all thoſe neceſſaries to 
have been produced by their own labour, then the ſtate of Rome 


could not, but by an arbitrary impoſition laid upon Lucullus and 


Craſſus, draw one farthing out of their coffers; conſequently, in- 
duſtry could not increaſe in proportion to the loads of wealth 
brought from Aſia by thoſe generals. Whereas were Lucullus naw 
at London, or at Paris, he would not be able to ſpend a ſhilling, 
without giving a penny, and perhaps more, out of his treaſure to 


the ſtate, which would immediately throw it back into circulation. 


As we are now on the ſubject of circulation among the ancients, 
jet me briefly trace the progreſs of it in Europe, through different 
modifications, to our own times, and fo cloſe this chapter. / 
When the ſeat of empire was tranſlated to Conſtantinople, and 
all the Aſiatic provinces attached to the Emperors of the Eaſt, a ſtop 
was put to the augmentation of coin and bullion in the empire of 
the Weſt. A conſiderable part of what had formerly been there 
returned to Conſtantinople, and the remainder fell a prey to the 
barbarous nations which overran it. This may be called the firſt 
period. 


Theſe barbarians, by ——— all the ancient inhabitants, and 


by forcing them to perform cvery kind of ſervice, muſt have had 
little uſe for coin. What they coined appears to have been broad 
and thin, | | 
Let any one xeflea upon the inſenüible waſte of ſilver plate, and 
the ſtill greater loſs on coin which circulates; the vaſt ſums car ricd 
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off in the time of the Croiſades; the quantities buried or thrown 


into rivers in times of devaſtation; and add to theſe circumſtances, 
that from the fifth century after Chriſt, till the diſcovery of the 
Indies, there was, probably, little or no ſilver or gold brought into 


Europe; and it will appear very natural, that coin ſhould have been 
at that time much more ſcarce than formerly. 


Ho contracted. circulation was during the 13th and 14h cen: 
turies, may be gathered from the anecdote concerning alienation 
in France, mentioned in the third chapter upon public credit. 


But farther, the great ſubordination eſtabliſhed” by the feudal 


| form of government, and the military ſervices to which ſuch num- 


bers were bound, had the effect of preſerving the ancient ſimplicity 


of manners, ſo unfavourable to induſtry. The conſequence was, that 


* 
— 


Princes could raiſe no taxes; and that all the money the people had 
was locked up in their cheſts. We know there were in thoſe days 
abundance of wealthy people; but their wealth inſpired them with 


no diſpoſition to conſume at the expence of ready money. 


The diſcovery of the Indies opened a third period, and threw great 


riches into the hands of the Spaniards: the houſe of Auſtria was 


the firſt enriched, and appeared with great fplendor for ſome time. 
Charles V. by his extenſive dominions, had an opportunity of diſ- 
tributing this new gotten treaſure among his ſubjects in Flanders, 
his native country: this ſet induſtry to work in that quarter: The 
Portugueze diſcovered the Faſt Indies: a new enticement to luxury; 
a new motive to become expenſive. The Hollanders became a 
trading people, and with the money which their induſtry had drawn 
from the magnificent. Spaniard, they ſhook off his yoke. Money 


 inſenſibly began to circulate. Princes immediately found, as has 


been ſaid in the ſecond book, that it was neceſlary for them alſo to 


: augment their revenue, in order to maintain a proper ſuperiority 
over their ſubjects in point of riches. The increaſe, of circulation 


among individuals made it more eaſy to raiſe taxes; and the throw- 
ing the amount of them back again, in gratificatians to the chief. 


people of the ſtate, engaged thoſe who came by money in a man- 


ner 
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ner — to expend it as freely as they received it. No 
wonder, then, if Princes found it an eaſy matter to load their ſub- 
jets. They were ſupported in this ſcheme by the great men of the 
ſtate, who found a benefit from it. This revolution has totally 
changed the face of affairs in the preſent period of circulation. 
Courts are ſplendid; armies are numerous; buildings, in cities and 
in the country, are magnificent; an old city, compared with a new 
one, appears hideous ; all public works are carried on with that 
ſolidity which we admire in thoſe of ancient Princes and ſtates, 
when: nations led into captivity were employed to perform them. 
In thoſe days the magnificence of Princes was in proportion to the 
groans of their ſubjects; now they are in proportion to their 
wealth and eaſe. Whence proceeds the difference, the effects are 
the ſame? From good amm and a ow ns png political 
economy. 
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F all the kinds of cumulative taxes, that which is properly 

impoſed upon lands ſeems the beſt: that is, it implies the 
feweſt inconveniences to the perſons paying, and to the ſtate in 
railing it. That it is an unequal impoſition is plain and certain: 
this character is unavoidably attached to every ſpecies of cumu- 
lative taxes, in one way or other. It has alſo the eſſect of caſting a 
general diſcredit upon the purchaſe and improvement of land; be- 
cauſe the proprietors are naturally expoſed to augmentations, 
which may, almoſt with the ſame eaſe, be carried to the total 
amount of the income, as to any proportional part of it. This has 
"FOQL. I. e | been 
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been mentioned in a former chapter, vhere the intereſt of &:nation's 
debts was ſuppoſed tõ increaſe ſo n all the 
land- rents, and the whole revenue of individuals. A to Brier 

Land- taxes are impoſed in various forms in different countries, 
and all are ſuppoſed to bear a determinate proportion to the rent. 
This, however, is never, nor indeed can it ever be the caſe. The 
value of land is varying perpetually, from the induſtry of the inha- 
bitants. Beſides this inequality, there are other inconveniences: 
proceeding from the unequal diſtribution of property. In Scotland, 
for inſtance, land is divided into large portions; very few ſmall lots 
are to be found. The claſs of farmers, for the moſt part, labour 
the lands of others, who have large poſſeſſions. This is leſs the 
caſe, I believe, in England, and ſtill leſs in France and in Germany. | 
A land- tax, therefore, being ſuppoſed: univerſal, would, in Scot- 
land, do little harm: in England, it falls heavier upon the ſmall 
proprietors; becauſe the ſum exacted bears a greater proportion to 
the ſuppoſed ſuperfluity of the proprietor. In France, it is ſtill 
worſe; for there the exemptions of the numerous claſs of nobles, 


and many other circumſtances mentioned above, entirely deſtroy 


even the ſhadow of proportion. It is out of my way to enter into 
any long detail upon this head, with reſpect to different countries. 
I ſhall therefore confine myſelf to a very few obſervations upon 

the method of laying this tax in England; and upon a project which 


has been long in agitation in France, to raiſe their land- tax by 2 80 


of tithe upon the fruits. 


This ſcheme was firſt propoſed to the late King of France dpi the | 


Marechal de Vauban, in 1699, and the propoſal was renewed ſome 


ycars ago in a performance called the Reformatenr. But as it would 
prove hurtful and burdenſome to France, in a great degree, from 


a circumſtance which has not been attended to, the examination of 
this ſyſtem of taxation will ſerve pu illuſtration of this Paß, 
of our ſubject. | 


the 


The N ds in England has, in my e opinion, two re- 
markable defects. Firſt, The ſums impoſed at ſo many ſhillings in 


* 
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che pound upon every diſtrict of the kingdom, whether, cities, 


towns, univerſities, or open country, even upon the King's palaces, 
inns of court, &c. are not diſtributed according to any rule of pro- 
portion upon the e neee buy this operation is left 


to:-aſleflors. "ID 


Secondly, All anc pennies nth 8 in the ahi Ga 
and ſtock upon land, ſuppoſed neceſſary for —— are enarged 
in the ſame proportion as land- rents. 


I ſhall now point out the inconveniences and bad conſequences 


of theſe two capital defects. 


When a tax is impoſed at ſo many ſhillings in the noni upon .the 


income of a whole diſtrict, every article of the property which pro- 
duces it ought to be ſpecified. If this be omitted, there is a legi- 
ſlative authority veſted in thoſe who make the diſtribution. 

The articles which compoſe the whole property, and the revenue 
of each article being once determined, the ſtate has it in its power 
to impoſe the tax according to what proportion it thinks fit ; of one, 
two, or more ſhillings in the pound. But then, in favour of the 
contributors, the different articles which produce the ſuppoſed total, 


ought either to be ſpecified in the law, or reference ſhould be made 


to a book of valuation where they are recorded. 
It is no eaſy matter to frame the valuation of all the property of a 


country: and it is a ſcheme I ſhould be very far from propoſing, 
unleſs the ſpirit of a nation took ſuch a turn as to wiſh for it. But 
where a determinate ſum has been in uſe to be levied upon a certain 


diſtrict, it does not appear ſo difficult to make a proportional diſtri- 


bution of it according to equity, and to adhere for the future to 


that diſtribution, conſidering it as a proportional valuation, if not a 
real one. This is done every year, and without it no ſuch tax could 

That the aſſeſſments, in the annual a& for the land-tax, are generally underſtood 
to be at the rate of 1, 2, 3, or 4 ſhillings in the pound, is true; but it is to be 


obſerved, that no ſuch rate is mentioned in the ſtatute with reſpect to real eſtates or land. 


The rate of a cettain number of ſhillings in the n, occurs only with regard to per- 
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be raiſed. But when annual diſtributions are macle, diſoontents 
conſtantly ariſe; and the ꝓretended equality thereby obſerved, 
produces worſe effects than the inequalities which would follow 
from the other ſcheme: becauſe the change in the relative value of 
poſſeſſions would then be — to a Ty: 
proprietor in improving His ort EY 10, a206d t 
'How- valuations in England were n iel I apes 
but in Scotland, it is very certain, that as to lands they were all ſet 
down in a book of valuation at their ſuppoſed rents at that time. 
8o let the ſum raiſed be what it will, every man at leaſt knows that 
his proportion muſt be nee; to his valuation in the kee 
regiſter. 2. bi 
In England, che caſe is totally ama) The . every. | 
diſtrict is to pay, is indeed recorded by an original diſtribution made 
many years ago in King William's time. By this it appears what 
every city, county, univerſity, &c. is to pay according as the tax is 
impoſed at one, two, three, or four ſhillings in the pound. This is ö 
preciſely. the regulation in France, as ſhall be more fully obſerved; 
but ſtill ſuch regulations nowiſe prevent the moſt grievous incon- 
veniences which attend this tax; becauſe the burden of it does not. 
* There is no vellige in the hiſtory of England, ſince Dooms-day book, of any regu- 
lar valuation being made. of all the /ands of the kingdom, nor of any tax te. 

Aingly, an chat branch of property. 

The ſubſidies, monthly aſſeſſments, and. pound rates, | in the different ſtages. of the. 
monarchy, have all been mixed duties; compoſed. of a charge upon the lands, upon 
the money and perſonal eſtates of the ſubject, and frequently including a poll-tax, where. 
qualities, that is rank, were. differently charged, | | 

The whole operation of diſtributing and raiſing this duty, has been by commiſſioners 
named by the King, or by parkament, who ſometimes upon oath, and ſometimes not, 
- znquired into the extent of every one's private fortune, and aſſeſſed them accordingly. 
| Whoever wiſhes to have a more full account of this confuſed method of railing a land- 

tax in- Eogland, may conſult Davenant's Ways and Means, Article of Oy AM: 
ments, and Aids upon a pune: rate, 


2 conſiſt 


N 
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conſiſt in the total amount; ſo much as in the partial diſtribution! 
upon the inhabitants in every fubdbriſioñ·ü 1144 
In England,; let me fuppoſe the proportion of the general ſum 
for a particular diſtrict to be ten thouſand pounds, at four ſhillings 
in the pound. How is this to be levied as the law ſtands? Inſtead 
of books of valuation, which ſhew at leaſt the proportion of every 


man's property, if not the real value of it, aſſeſſors are conſtantly 


called in, who examine the rents of all the lands according to the 
laſt leaſes of them. If they have been improved and let at a higher 


rent than formerly, the proportion of the tax is augmented. If 


they have not been let, but ſtill remain in the poſſeſſion of him who 


improved them, the tax is not augmented. If the tax be found to 


fall too heavy upon the lands and houſes, then perſonal eſtates are 


made to contribute, as is the caſe in London. All queſtions or dif- 


putes about the repartition of the tax are determined, without 
appeal to the courts of law, by the commiſſioners appointed for 
laying on the tax; as in France they are determined by the Inten- 


dant. Without this regulation all would run into confuſion, for 


the reaſon Jam now going to . an nm een the 


ſecond defect 1 in this tax. 


Any proprietor of lands i is entitled, from the words of the PI] 
_ to infiſt that the whole perſonal eſtates of thoſe of the diſtrict ſhall 
enter into compuration of the total value upon which the ſum im- 


poſed is to be aſſeſſed. Were ſuch queſtions to come before a court: 


of law, where the judges are obliged to determine almoſt according 
to the letter of it, I believe no land- tax could be levied in that King- 
dom. But manners, not laws, govern mankind. The ſpirit of the 
Engliſh nation is ſuch, as to be incompatible with every thing which 
ſavours of oppreſſion. Hence the few complaints againft the 
aſleſſors, or thoſe who judge between parties. And as the land- tax 
is levied without any complaints, except as to the total amount; 
while that remains the caſe; the fewer the. innovations made upon. 
it are, the better. 


In. 
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In, France, che ſum of. chetailla ra be xaiſed, upon the kingdom for 
the year is determined in the King's council; and the proportion of 
every, diſtrict (called an Election) is there particularly ſpecified. The 
diſtrict of an Intendant is called a generality, and comprehends.in it 
ſeveral elections. The Intendant, therefore, makes the diſtribution 
of the general ſum impoſed upon every election, and upon every 
town, village, and pariſh in it, according to a certain proportion; 
and rules are preſcribed to the collectors of every pariſh, concerning 
the method of taxing every ſpecies of income, every emolument of 
induſtry, even every animal in the poſſeſſion of thoſe who are ſub- 
| Je& to this tax. This proportion is calculated to carry the, moſt 
ſcrupulous attention to every man's gain, upon all effects belong- 
ing to him, and upon every poſlibility of making profit by induſtry. 
All this is carried into execution with the greateſt rin ee 
in the minute ſubdiviſions. 5 
But as the firſt impoſition of the tax is not proportioned to othe 
actual value of the income it is intended to affect, and as the In- 
tendant does not ſet out by a particular valuation of every man's 
poſſeſſion, before, he diſtributes the tax upon the ſeveral pariſhes, | 
he is obliged to make up the deficiencies by f cond and third diſtri- 
butions. 
Although chis taille affects every ſpecies property producing 
an income, as well as every kind of induſtry and employment, it 
does. not affect every landlord for his rent, ſo much as every cult: 
vator under leaſe, for his ſuppoſed profits. 5 
Land-rents in France belong, for the moſt _ to the higher 
claſſes,; and theſe, whether they be well born or not, are exempted 
from. this tax, providing they be noble; a word which has mo, re- 
ference o birth, but to certain privileges which any man, who has : 
money, may acquire. 17 
It was in order to avoid this exemption, that the Marechal. de 
Vauban wanted to ſubſtitute a tenth ind of the preſent a 1 
*. a reaſon we ſhall preſently ſee. 
1 3 FFI. 
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Alk the land- rents, therefore, of the nobles are enempted from the 


taille, and are only affected by vingtiemes and dixiemes; but when 
they cultivate their own lands, their privilege of exemption from 
the taille is confined to as much as four ploughs can labour; and 


this farming muſt be carried on by menial ſervants, unmarried, in 
order to prevent ſuch proprietors from defrauding the tax, by really” 
letting their lands under pretext of holding them in farm. | 
This exemption, as to their land-rents, is more apparent, how- 
ever, than real. It is not the land: of the nobles, but the rent paid out 
of them which is exempted from the taille; conſequently, by impoſ-- 


ing an exorbitant taille upon the leſſee, very little remains for the 


land- rent; and this tax being laid upon a ſet of people who are 
loaded with many others, is in the end more burdenſome to the 
proprietor, than if he paid it himſelf. But'a change in this policy 


is impracticable. The gentlemen of France will probably never 


ſubmit to a zaille; and although, by yielding up that point of deli- 
cacy, their rents might be raiſed in the end; yet as matters ſtand, 
they know they enjoy the rents they have, free of tax, and if once 


they were made to pay any part of them, they do not IN nn | 


ſuch payments might terminate. 

Io avoid the infinite oppreſſion which reſults from the French 
principle of ſharing every man's profit as ſoon as he makes it, the 
Marechal de Vauban propoſed to aboliſh the taille, as it is paid at 


preſent, together with the capitation, induſtrie, and all the train of 


cumulative taxes committed to the management of rhe Intendanrs; 
and to eſtabliſh in their room what he called a royal Tenth, mean- 


ing by this term, a proportion of all the fruits of the earth, ſimilar 


to what is eſtabliſhed in favour of the clergy. This he propoſed to 
lay on, according to the exigencies of the ſtate, from one twentieth 


part to one tenth upon every article of the groſs produce of land, 


over all France. This he imagined to be equal to one tenth of the 
land-rent. And the author af a book publiſhed under the title of 
the Reformateur, containing a new plan of taxation, in Which there 


are One things worthy of obſervation, follows in this particuh the 
: 1 | Marcchal 
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jure of 
a tax of this kind. ie eee a0 
Of all, the taxes upon the; income of land- property, che tithe i is the 
= and it has undoubtedly been eſtabliſhed among men, before. 
agriculture or taxes were underſtood. Lands in all countries are of 
different qualities: ſome are proper for bearing rich crops of grain, 


dothers are indifferent; ſome produce paſture, others forreſt ; the re- 


venue of ſome conſiſts in wine, in mines, and in a thouſand different 


productions, which coſt, ſome more, ſome leſs expence to culti- 


vate. The tithe takes without diſtinction a determinate proportion 
of the fruits, in which is comprehended the tithe of all the induſtry 


1 and expence beſtowed to bring them forward. As an example of 


this, let me ſuppoſe a field of corn, which cannot pay the pro- 
prietor above 3 of the grain it produces, many I know cannot, pay 
above , but let me ſuppoſe it ;: another may pay with eaſe 23; 


another eyen + + the fields — Padoua pay :; graſs fields pay 


ſtill more; and rich hay fields will pay in ſome places 3, and 
even / doo hog 
How then is it poſſible there thould be any equality in a tax 


which carries off, without diſtinction, a certain proportion of the 


fruits, when thoſe fruits bear no determinate proportion at all to 
the expence of raiſing them? But beſides the inequality of this tax 


among proprictors, 1 atk how it is poſſible that any rent ſhould be 
determined for lands, which are ſubje& to a variable tithe, ſome- 


times at , ſometimes at , of the produce? Let me eme ; 
the impoſlibility of ſuch a plan, by an example. OY. 

1 ſuppole the Marechal's plan eſtabliſhed, and that the tithe to hs 
impoſed is to be deducted from the rent ſtipulated between maſter 
and tenant. 'This was his intention; he has in many places declared, 
that all tithes were to come out of the land- rent, which indeed 
is the only fund upon which a land-tax ought to be eſtabliſhed, 
And he has as often declared that he never intended this land-tax 


| ſhould exceed one tenth of the rent, or two ſhillings in the pound. 


* - I ſuppoſe 
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ofe a field; producing every year 1606 buſhels of grain, 
to be let: it is to pay a variable tithe, ſometimes of 100 buſhels, 
ſometimes of 50, according to the exigencies of the ſtate. I far- 
ther ſuppoſe one third of the produce to be equal to what the farmer 
can pay the landlord for rent. And I I ſuppoſe the rent 0 be paid 
in buſhels of grain. 

According to theſe cappolitions, the rent muſt be 333 buſhels 
ſubject to the tithe. Suppoſe it to be laid on at , or 100 buſhels. 
Deduct this from 333 f, remains to the proprietor 2333. The tithe 
comes next year to % this makes 50 of deduction, remains to 
him 283 3. $So inſtead of 10 per cent. of his rent, he pays in the 
firſt caſe 3o per cent. and when at the loweſt, he pays 15 per cent. 
which is thrice as much as the Marechal propoſed to take. 

But how are maſters and tenants to reckon with one another? 
Lands are not let according to a determinate proportion of increaſe. 
Suppoſe an eſtate in lands of different kinds, how is the tithe to 
be deducted then? Is the maſter to take the tenant's word both for 
the quantity and the value of every article he has paid as tithe, 
of every field, of every article in his poſſeſſion, even of the 
chickens in his yard? If on the other hand, this variable tithe is to 
be thrown upon the poſſeſſor, which, indeed, is the only poſſible 
ſuppoſition, which way are lands to be let, when we ſce that the 
difference of the impoſition, at different times, is no leſs than 
15 per cent. or three ſhillings in the pound? This, however, would 
be the only method for maſters and tenants to reckon. 

But let me ſuppoſe another proprietor to let a graſs field adjacent 
to that which bears grain, and that both were to be of an equal rent, 
ſuppoſing all tithes out of the way. The groſs produce of the grafs 
' would be to the rent, little above the proportion of 4 to 3. Let us 
then call the groſs produce 1000, as in the other caſe, ? of which 
would be 750, for the rent. One tenth of the whole taken from 
that would leave the rent at 650, or little above 13+ per cent. deduc- 
tion at the higheſt tithe, and 67 per cent. at the loweſt, | 

VOL. II. 1 Dddd What 
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What inequality, therefore, would not ſuch an impoſition occa- 
ſion upon land- rents, and what inextricable dithculties in letting of 
grounds ? From what has been ſaid; without farther inquiry, we 
may declare that no land- tax can poſſibly be raiſed, with any equa- 
lity, by a royal tithe; and the Marechal has never conſidered far. 
ther, than how the King could with certainty and eaſe to himſelf, 
appropriate a portion of the lands in his kingdom, leaving the pro- 
wr and their tenants to ſettle accounts the beſt way they could. 


On the whole, nothing can make us approve of the Marechals 


royal tithe, unleſs it be the preſent oppreſſion which proceeds from 
the method of levying the taille; by which it happens that in 
France few incline to acquire the full property of lands. 

| Moſt of the great eſtates conſiſt of fee farm rents. A man of three 
thouſand a year land eſtate, covers ſometimes with his nominal 
property (dominium directum) a whole country of fifty pariſhes ;_ but 
the real property ( dominium utile) of this vaſt extent is ſubdivided 
into a number of ſmall fees, of which he is only lord paramount; 
and what remains is the property of the lower claſſes, who pay 
what is called Rentes Sezgnorzales, or noble rents, conſiſting in money. 
and grain. Theſe rents can nowiſe be affected by any tithe im- 
poſed, becauſe' they bear no proportion to the produce: and ſup- 
poſing they did, as in ſome provinces, where they are called agriers, 
(Which is the + or; ſheaf paid to the lord) the tithe, inſtead of 
raking a tenth of the agrier, takes a tenth of the whole crop ; con- 
ſequently, only one tenth of this ſixth or eighth ſheaf falls upon 
the lord ; the tithe of all the reſt falls upon the poor proprietor or 
leſſee, who the more he is induſtrious is oppreſſed the more by this 
impoſition; becauſe: it carries off the tenth of his expence and. 
labour, as well as of the farm which he rents. 

This is the tax which the Marechal de Vauban recommended to 
be raiſed univerſally over all the land- property of France, when tile 
the was at the higheſt. To this the late reformer adheres ; but 
propoſes the twentieth inſtcad of the aid and after a nice calcu- 

| | lation 
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lation of the groſs produce of France, he eſtimates one rwenticth-part | 
of it to be worth about 95 millions of livres per annum. Hence 


I conclude, that the twentieth part of the income, or one ſhilling 
in the pound of all the revenue of ſolid property in France, fairly 
collected, would not much exceed one third of that ſum, or about 
30 millions, or 1 333 333 J. ſterling. This firſt part, therefore, of 
the Marechal's tithe, impoſed at , would lay a tax equal to three 


ſhillings in the pound on the poor leſſees and vaſſals of the nobles, 
while, contrary to his expreſs intention, the whole fee - farm 


and noble rents of France, would eſcape taxation. From this we 
may conclude, that no tax upon land-rents can poſlibly be raiſed by 
way of tithe: as alſo that when it is taken in kind it is the moſt 


oppreſſive, the moſt unequal, and the moſt diſcouraging to Es 


that ever was contrived. 
The Marechal's principal motive for propoſing chis mode 8 
taxation, was to avoid the difficulty of obliging the nobles to pay 
the taille. He found alſo, that there would be great eaſe in collecting 
this revenue for the King, without demanding money of the lower 
claſſes. The conſequence, however, would have been, either to 
ruin all leſſees, if they continued to pay che ſame rent for the lands 
as formerly; or to introduce the greateſt inequality imaginable 
among proprietors, if the tithe had been totally caſt upon their 
rents: but as to the method of ſettling accounts between maſter 
and tenant, in conſequence of this tithe; both the Marechal and the 
re former are totally ſilent. 
The Marechal's Dixme royale, with all its defects, is a book * grea 
value, from two conſiderations, | 
The firſt, that he had all poſſible acceſs to come at the true dane 
of the nation. The ſecond, that he wrote with great impartiality, 
and with a fincere deſire to ſerve the landed intereſt, Without intend- 


ing to hurt that of the King his maſter. From this book, we have 


An opportunity of judging of his notions of taxation; and from the 
conſequences he himſelf points out, we diſcover the miterable 
| D d d d 2 ſtate 


* 
4 1 
(SE 
* 3 
x 
$ 7 
2% % 3 
3-4 
*z - 
3 
«4 
it . 
» E 
” 
9 
+ 
A 
4 
$4 
5 
YL 
P 
% £ 
11 
2 
* 
1 
TS + 
£43 
r J 
4+} 
*+:V 43 
1 
* 1 
i] 


ITE 
> 
6 5 


| 552 AN INQUIRY) INTO-THE PRINCIPLES /7Boox'V:. 


ſtate of che common people i in France, whoſe rr r 
is not much changed for the better.. 
The Marechal's ſcheme was to reduce the wholerevenue of France 


ation four heads. 


The firſt, a general tbe aki al 15 frais of 8 ni matti 
Ailuinction, which we have already explained. 

Ibe ſecond, a tithe upon e very income whatſoever, even upon 
che profits of labour, ſervants wages, 5 ae 
and trades of all denominations. 15 

The third, was a modification of che gabelle, or the duty: upon Gals. 

The fourth, which he calls the fixed revenue, was to be compoſed. 
of the domain, and ſeveral other branches of taxes which he allowed 


to ſubſiſt; judging them, I ſuppoſe, not hurtful to the ſtate. 


I ſhall now ſhew wherein the Marechal's plan of taxation is con- 
trary to principles, and leave the reader to make his concluſions. 


PFirſt, he has declared in many places, that his intention was only 


to impoſe a tax upon the income of land, which he underſtands to 
be that part which remains after the deduction of all expences of 
cultivation &c. in other words, what every one underſtands by 
land-rent; and which, no doubt, is the only proper object of tax- 
ation: but in order to impoſe upon this part his royal dixme. when 
at the real tenth, he takes the tenth part of the whole produce, in- 
ſtead of the tenth part of what goes for the rent; and, as far as 
have been able to diſcover, he never perceives that there is the 
gr eateſt difference between theſe two quantities. | 
The ſecond article was the. tithe of every income, not conſiſting 
of the fruits of the earth. | 

Where an income ariſes from a branch of property which: can 


render it determinate, I ſhall form no objection. to a tithe or two 


ſhillings in the pound upon it. But when he comes to tax law- 
yers, attorneys, phyſicians, &c. according to the value of their 


emoluments, Ion I cannot find a poſſibility of preventing abuſe. 


in the collection, or inequality in the impoſition of the tax. 


1961 261 £ The 
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The Marechat's' principal point itt view was" ugreeable to tlie 
ſanding maxim in France, to make every one contribute according 
to his income. Very right, ſo far as it is poſlible, without imply- 
ing much greater inconveniences than what can be compenſated by 
this imaginary equality. I call it imaginary, becauſe in the exe- 
cution it will be found, that no body will really pay what they 
ought, except thoſe whoſe income cannot be concealed. Whenever ; 4 
any part can be hid, there muſt, in my opinion, reſult a great ine- = 
quality, and great oppreſſion, in endeavourinsg to aſcertain it. 
A ſhort obſervation will ſuffice to give a view of his notions with 
regard to merchants and trade in general. His intention was to 
be very indulgent to this claſs of inhabitants; and he feels all the 
advantages of trade. He propoſes, however, to proſcribe all notes of 
Hand payable to bearer, as it is a method of concealing wealth and 
exacting intereſt for money; which he ſuppoſes to be contrary to 
ſcripture. Trade would be ill carried on with the Marechal's 
reſtrictions. THER] He! * eres Oy 
When he comes to the lower claſſes, which he ſuppoſes to com- 
prehend one half of the people, to wit, all tradeſmen, manufac- 
rurers, and day-labourers, their wives and children; he takes the 
example of a weaver, as a middle term, to judge of the gains of 
the tradeſmen and manufacturers. He ſuppoſes this weaver to 
have a wife and family, to work 180 days only (becauſe of the 
many holidays, as well as accidental avocations) at 10:9. ſterling | ; 
a day. This makes his year's labour worth 77. 17s. 5d. ſterling. | 
Of this he takes 105. 10.4. for the greateſt tithe. Beſides this, he 
exacts of him for his ſalt-tax, for four perſons in his family, 123. 94. 
So that this man, whoſe whole labour is only worth 7 J. 17 s. 5 d. ſter- 
ling, is to pay 17. 3s. 74d. of cumulative taxes out of it, which is 
above * of the whole fund of his poor ſubſiſtence : after which he 
adds, This, in my opinion, is a tax high enough for a weaver, 
« who has only his two hands to gain his bread with, and who has 
« houſe rent, meat and clothes to provide for a family, who fre- 
« quently can gain very little for themſelves.” To this I mult agree: 
_ I ſhall 


Pen 
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I ſhall give one ſpecimen more of what the Marechal conſi- 
dered as an eaſe procured to day-labourers, in their then ſituation ; 
which relief, however, they have not hitherto obtained. 
Theſe he alſo ſuppoſes to work 180 days in the year, at not quite 
82.9. ſterling. He values his year's labour at 6. 105. 64, ſterling, 


and here is the employment of this ſum ne to the 
plan. 


He is to pay for tithe of his indyfric oi 9 80 8 8. 


For his ſalt-tax - 3 - - 2 o 12 0 
For five Engliſh quarters of rye 41910 
For clothes to the family, utenſils, and repairts 1 1 = 
6 10 6 


I have been the more dar: upon this part of the an, be- 
cauſe it gives us a notion of what the Marechal thought a moderate 
_ eaſy tax laid upon 8 ooo 000 of inhabitants, to wit, 2 000. 000 men 
and 6 000 000 women and children, according to his calculation. 

I come next to the tax he propoſed to lay upon ſalt, of which 
mention has been made. 

This tax is of the nature of an exciſe, and is called the ee 
which we have explained already in a note; and the objections to 
it, as the Marechal has propoſed them, are no leſs than three very 
material ones. 

Firſt, che proportion of che duty is far too great, 3 me 
value of the commodity. The ſecond is, that being impoſed upon 
an article of ſubſiſtence, it operates immediately on the price of the 
ſalt, and only conſequentially on the price of labour. This is no 
great objection, were the proportion moderate; becauſe inſenſibly 
the price of labour would riſe, were the tax generally and exactly 
levied in proportion to the conſumption: but this was not the caſe; 
and this circumſtance opens the laſt objection, and the greateſt of 
all, to wit, chat the tax, proportional in its nature, is rendred cumu- 
litive, by being raiſed at the end of the year, in order to oblige 
every one to conſume the ſalt required. 


Now 


Ta 
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Now by this mode of levying che tax it loſes every advantage, 
and becomes an addition to the tithe laid upon the induſtry of the 
conſumer. If every man in England were to be rated at the end of 
the year, in proportion to tlie exciſe of as much beer as he may rea- 
ſonably be ſuppoſed to conſume, would that be an exciſe ? certain- 
ly not. It would be a poll-tax to all intents and purpoſes, which no 
man could draw back. 

1 have little or nothing to object to the fourth article of the 3 
chal's plan. He propoſed no eſſential change, either as to the im- 
poſition, or method of levying the taxes which compoſed it. The 
principal heads of them are, 

Imo, The royal domain, or the king's landed eſtate, together with 
all caſualties attached to royalty, or feudal ſuperiority ; ſtamp- 
duties, and the controle of public acts by notaries. 

240, The cuſtoms upon importation and exportation. 
 3tw, Certain taxes of the purely proportional kind; among which 
was one upon tobacco, and one upon liquors drank in public houſes 
in the country. Here entire liberty 1s left to the conſumers; and 
the taxes are principally calculated to affect, or, as he calls it, to 
puniſh luxury, intemperance, and vanity. With this view, he 
wittily propoſes an impoſition upon large and ridiculous wigs, 
at that time much in faſhion, and upon ſeveral other articles of 
extravagance. | 

This is a ſhort ſketch of the Marechal's ſyſtem of 3 tithe, con- 
fidered as to the principles only, upon which the ſeveral taxes 
were intended to be impoſed. The treatiſe contains ſeveral ad- 
mirable things ; eſpecially with regard to recapitulations of inhabi- 
tants, lands, houſes, animals, &c. highly deſerving the attention 
of the ſtateſman, who intends to execute any plan for national 
improvement. 1 
I ſhall now ſet before the reader the Marechal's calculation, as to 
the amount of the four articles, when at the loweſt, and at the 
higheſt ta xation. 2 


When 
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Vhen the ine 1s underſtood to mean the, ao part of he 
„ Kei 8 4 


| | . Livres. 
17 The tithe of the lands = .'- © - 60000000 
. The tithe of all revenue and induſtry - + 15422500 
UT. The ſalt- tax at eighteen livres the nine 23 400000 
IV. The fixed revenue = - - 18000000 


6 


Total of the four articles, when at the loweſt taxation 116 822 500 


— 


When the tithe is underſtood to mean the tenth part 
of the fruits, the two firſt articles are juſt double of 
what they are ſtated at above, viz. — 150845 000 
The ſalt· tax at thirty livres the minot — - = 39 000 000 
The fixt revenue never A 172 ſtands always at 18 000 & | 


Total of he four articles, when at the he higheſt tatation 207 8450 000. 


» — 


2 2 


In impoſing this tax upon the fruits, he allowed no exemp- 
tions, not even in favours of the princes of the blood: for this he 
gave an excellent reaſon. Tithes, ſaid he, were the ancient patrj- 
mony of kings. The Roman emperors and kings of France en- 
joyed them. From thoſe duties no noble was exempted. This appears 
from the eccleſiaſtical tithe, which, he alledged, to be nothing hut 
the royal patrumony, alicnated in favour of the church; conſe- 


The miner is a meaſure of capacity equal to three Paris buſhels, or the fourth 
part of a ſeptier ; which is about one half of an Engliſh quarter. This makes the 
minat to be about an Engliſh buſhel. The Marechal propoſed that this quantity, 
when at the loweſt price, ſhould be ſold for 18 Uvtes, or 1.4. 6 5. 1 + d. ſterling * 
and when at the higheſt, at 30 livres, 2 J. 3 5. 64 d. from which we may judge af 
the exorbitancy of the gabelle, even after all the diminution he thought proper ta 
make upon it. The French money mentioned in the Marechal's Dixieme royale, is 
here converted into 52 4 d. ſterling, for the French crown of three livres: becauſe 
the ſilver coin in France, at the rime he wrote, was 30 livres 10 ſols the marc (Dotor, a 
abap. 1. art. 6) and at preſent it is at 49 livres 16 ſols, | 
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queney, there is nothing derogatory i in paying the tithe, although 
nothing be more ſo than paying the taille. So great is the diffe- 
rence between terms, when the ideas _ a nation are connected 
with them! h 


C HAP. XII. 
Miſcellaneous Queſtions relating to Taxes. 


H E ſubjects of credit, debts, and taxes, have been ſo exten- 
ſively treated of in the two laſt books, that I hope no queſ- 
tion I now can propoſe will ſerve for any purpoſe, but to ſuggeſt 
the ſolution of it, ſo far as it comes under "ou principles we have 
been deducing. 
Quxsr. 1. What is the moſt proper method for impoſing a land 
tax! 

I anſwer, that Arording 1 to equity and juſtice, all impoſitions 
whatſoever ought to fall equally and proportionally on every one, 
according to his ſuperfluity ; but in land-taxes this equality is not 
ſo eſſential as in moſt others. The great hurt ariſing from in- 
equality in taxation proceeds from the inequality occaſioned thereby 
in the competition between the claſſes of the induſtrious. When 
the ſame tax affects people of the ſame claſs differently, thoſe who. 
bear the heavieſt load gain leſs, though their induſtry be equal. 
But in land-taxes the caſe is different: the tax there only dimi- 
niſhes an income already made, and in fact diminiſhes the value of 
the property; ſo that were land-taxes made perpetual deductions, 
the whole loſs of the tax would fall at once upon the actual poſ- 
ſeſſors at the time it is impoſed. Every ſubſequent purchaſer, by 
deducting the land-tax out of the rent, would calculate the value 
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of che remainder only and the conſequence of the tax would be, 
virtually, to transfer a part of the land- property to the ſtate; - 
The conſequences of ſuch a change upon property may produce 
a variety of new combinations. The ſtate may then ſell this por. 
tion of their property ; they may with the price received pay off 
part of their debts ; they may acquire certain diſtricts of the 
country, where, being both ſovereign and proprietor, they may 
aboliſh taxes, which would then in a great meaſure affect them-- 
{elves only, and eſtabliſh} manufactures: for foreign exportation. 
Although an abſolute equality in this tax is not ſo very requiſite, . 
ſtill the inequality ought to be aſcertamed, and every income in- 
tended to be affected by the tax ſhould be. ſpeciſied in one way or 
other. For this purpoſe, the beſt method ſecms to be, to make the 
regulation of any one year a rule for the ſubſequent years, until it 


be judged proper to make a new general valuation of every part. 


This is a conſequence of what has been ſaid: a fluctuating annual 
valuation, which is the caſe in France, produces numberleſs in- 
conveniences ; and upon the whole, they are far greater than 
thoſe which it is intended to avoid. 
agree that the fame land may be worth more one year than 
another; but it is impoſlible by a fluctuating valuation to aſcertain - 
that difference over a whole country, to the ſatisfaction of every 
one; and although, by fixing it at one rate upon every poſleffion, 
inequalities muſt take place, yet fixing it from riſing in propor- 
tion to improvement, will prove an encouragement to induſtry, 
which will greatly overbalance ſuch an inequality. Every one 
then will be in the way of acquiring an addition to his income, 
free of land- tax; and if this be thought too great an encourage- 
ment to improvement, let the regulation be only ſixed for a deter- 
minate time; ſuppoſe a century. This is no more than giving 
every one a leaſe as it were of their land- tax for a hundred years; 
and experience ſhews, that without granting long leaſes it is im- 
poſſible that lands ſhould ever be improved. 
| Were 
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Were innovations practicable, according as right ane and 
plain principles direct, it is very certain that a land- tax might be 
impoſed in a better way than I have here ſuggeſted. But to what 
Purpoſe would it be to lay down ſchemes beyond the power of exc- 
_cution, when the principles already deduced ſo plainly aaa them 

out: 22 ; 

„en. A+ Which is the beſt method of levying taxes ; dy farm, 
or by the management of commiſſioners appointed by the ftate ? 

The beſt way to anſwer this queſtion, is to ſhew the inconveni- 
ences and advantages of both, The arguments againſt farming are, 

1m, The great fortunes made by the farmers occaſion jealouſy, 
and expoſe to the eyes of the people a ſet of men who are become 
rich at their expence; hence envy ariſes, and hatred un go- 
vernment. 

.240, In years of ſcarcity, war, or public calamity, u of 
the rent, or annual ſums paid by the farmers, are demanded, and 
can hardly be refuſed, and the farmers always overvalue their loſs ; 
here therefore is an unequal bargain: the farmer * gain, the 
ſtate may loſe. 

3tio, The people pay leſs willingly to the farmers than to the 
King; magiſtrates in general ſupport the raiſing of. duties with 
more nnn and ſeverities upon delinquents are leſs eaſily 
born. | 

. Theſe inconveniences are avoided in the management. There 
men of the belt abilities may be entruſted- with that employment ; 
experience ſhews that many branches of taxation have been car- 
ried to great perfection under management, and men of probity 
and capacity will act with as great zeal for the public as tor them- 
ſelves. | | 

The principal arguments for farming are; "the Aran of 
having 2 fixed and certain reyenue to depend on at regular terms ; 
that the farmers act with more zeal for themſelves, and with 
greater impartiality in employing under-officers, as well as more 
frugality, and therefore can afford to give a higher rent, with con- 
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fderable profit to themielyes, chan can be made eſſectual under the 
beſt management beſides, every one judges himſelf capable to 
adminiſter the King's affairs, becauſe he finds profit in itz; but 
people think twice before they vderake to be furmers of a reve- 
nue they do not well undenſtanß d ð ot os 
In the adminiſtration of eee to be Wee 
Rateſman's attention and care to profit of every advantage attend. 
ing the different modes of levying them. It is not ſufficient to in- 
quire into the general conſequences of the two modes of admini- 
ſtration, the management and the farming of taxes: thoſe of the 
cumulative Kind eſpecially, affecting the lower claſſes, would be 
very improper objects of a farm; becauſe it would be in a manner 
delivering over the aol} mine of a People to the N of taæ · 
gathererss. EB 
On the other Hark * 1 os: proportional taxes is not 
| able to ſo many inconveniences, . The farmers there are princi- 
pally employed in watching over thoſe who advance the taxes, and 
who are themſelves, as 8 ſaid, in reality neee, 
Over the people. ning © 
When therefore = 00 permit, REGAN de, 
me fabrication of exciſeable goods to be incorporated with the 
farm, this of all, others is the | beſt method of levying taxes. 
Examples of this are familiar almoſt every where. The farmers 
of the ſalt and of the tobacco in France are in this ſituation. In 
retailing thoſe commodities, they collect the price they pay for tlie 
com poſition; that is, for the farm of them. It is not the ſame of 
the aids in France. There the farmer ſuperintends the imme- 
diate tax-gatherer, te wit, the retailer of ſpirituous liquors, or 
of other things ſubject to the tax. The circumſcribing the num- 
ber of places where exciſeable commodities are fabricated, and the 
ſhutting them up within incloſures, would greatly facilitate the 
levying of all exciſes, whether by farm or by management. 
In order therefore to decide whether the preference ought to be 
given to che management or to the farm, circumſtances are to be 


nn | weighed. 
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weighed: || When a tax is new; or has been il managed, or has 
fallen, withourany viſible cauſe; Below what it formerly produeed, 
or ought to have done; when the ameumt is unknown, by being 
of an extenſive collection: in ſuch caſes, ſhort farms, and even ſebei 
ral ſubdiviſions of them in a country, may be of uſe. But when # 
tax is well underftood; and a. good plan of levying it laid down, it 
may be well raiſed, and perhaps better improved, under a mas 
nagement; as alſo, when it is of a nature to be eaſily underſtood, 
and When the very exerciſe of eee it n out __ W 
poſſſble to be committed, 
Davenant, who well underſtood this quoi; in his amn Dilcburte | 
upon revenues, recommends farms which are not ab/olute, but li- 
mited, as the beſt. By limited, he underſtands, tliat the farm ſhould 
firſt be given for a fixed ſum; that the farmers ſhould carry on an 
open adminiſtration, liable to the government's inſpection in every 
particular; that in caſe the profits of thie farm ſhould exceed the 
rent ſtipulated, a certain ſum ſfiould be aſcertained for che charge 
of management, and the ſurplus ſhould belong to the King, 'allow- 
ing a certain poundage to the farmers to animate their diligence *. 
- He very juſtly obſerves, that a tax, when farmed, in order to 
be improved, will naturally draw, at firſt, a leſs rent than the ſum 
liquidated as a free profit by the former management; becauſe the 
farmers will be willing to ſecure to themſelves a good profit; and 
next, becauſe they will be obliged to make a conſiderable advance, 
as a ſecurity for fulfilling their engagement, which muſt alſo de 
conſidered as a deduction out of the produce of the tax. 
All che advantage therefore in farming muſt be looked for wy 
the expiration of the leaſe 3 for which reaſon, the ſhorter the term 
is, the better: three oh it ſeems, was ho common term in N 
land, in Davenant's time. 1160 
all new impoſed — to be „ rail with the een le- 
nity, not to revolt the minds of the people: the firſt year's defi- 
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— This plan of Divenant' vas . carried i into 9 execution js. rwe by, Monſieur Sil- 
houdit', in 1759. | | TM | 
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eieney is well beſtowed, if government can but diſcover che dif- 
ferent ways which: may be fallen upon to defraud the tax, and 
form a good judgment how far the amount of it may go in time, 
when the management is brought fo perfection. As long therefore 
as a management continues to improve a tax newly laid on, 1 
mould not think of farming it: but when, either from the extent 
of the impoſition, or the nature of it, frauds begin to multiply. 
and management begins to become more and more difficult, then 
is che time immediately to put it into farm, either for different 
diſtricts of a country, or in ſub- farms. If this be delayed, frauds 
will daily increaſe; and the difficulty of preventing them will carry 
government to the expedient of impoſing penalties, ſevere in pro- 
portion to the frequency of the crime. Commiſſioners will conſtantly 
put theſe in execution with reluctance; the management will be: 
come ſlack; or if penalties are rigorouſly exacted, they will become 

2 handle for oppreſſion; and even though juſtice be done, and 
none but delinquents be puniſhed, yet ſtill the people will be ill 
affected with the puniſhment of an action which in itſelf they are 
too apt not to conſider as a crime: whereas in farming, frauds will 
be prevented by vigilance more than by fear of puniſhment ; and 
this is by 1 the DAT: erperliknt. Thus inſtead of feuds daily 
yearly... * 

Here Davenant _ e that nothing but divine e can 1 

fir create ; perfect order; but in all human affairs it muſt be the wark Y an 
and the reſult of much labour and applicatiun. 

One good reaſon for managing a tax before it be farmed, is to 
learn the nature of it, and of the frauds it is liable to. When | 
theſe are not rightly known, the farmer can more caſily ſurprize 
the government, and obtain from - it new regulations, under the 
pretext of preventing frauds ; which regulations they Hap: abyſs 
and turn to other purpoles than thoſe intended. | 

Davenant has a very good remark, p. 154. That a new tax, i im- 
poſed upon conſumption, and ill levied, equally. raiſes. the price 
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upon che confumers, and the whole profit centers in the hands of 

thoſe who fetaik That when au old excife becomes ill levied; the 
Profit is divided between the inferior officers (O collect it) and the 
retailers. The reaſon is, that a branch which is welt underſtood, 
is not fo Hable to frauds as to ebllaſton. This ſhews that in every 
eaſe; ſuch a duty ſhould never be impoſed without exerting every 
erideavorr to have it rightly collected. The ſtate ſhould alſo keep 
a watchful eye upon the augmentations made in the price of exciſe- 
able commodities, in order to keep the augmentation juſtly pro- 
portioned to the duty. If this be neglected, the overcharge hurts 
conſumption, diminifhes the produce of the tax, and enriches the 
retailers only. Here competition is neceſſary to be introduced: the 
public may even erect a manufacture which may regulate prices, 
and ſo ſoon as tliey are Properly e N the I—_ N _ 


be fixed by an aſſize. 


An ill levied impoſition is attended with this additional inconve- 
nience, that it eſtabliſhes inequality among the induftrious of the 
ſame claſs; conſequently, an unequal competition. This happens 
when particular officers are diligent and exact in doing their duty, 
while others are remiſs The profits of retailers are high in propor- 
tion to the negligence of the officers of the revenue; and their extra- 
ordinary profits, enable them to underſell and to ruin thoſe who 
are exactly looked after: the conſequence of this is, to diminiſhi 
the number of retailers; to introduce hurtful monopolies ; and in 
general, to hurt the whole branch of the manufacture. All remiſſ- 
neſs, therefore, in collecting an exciſe, draws along with ir a pre- 
judice to the Prince and his people: and the relative profit, which 
balances this loſs, falls into the pockets of the fraudulent manu- 
facturer, and the corrupt and negligent collector. This is not all: 
the deficiency muſt be made up in another way; for taxes muſt 
produce the ſums wanted. Thus the remiſſneſs in collection occa- 
lions a new additional burden to be laid on the people. 

QuesT. 3. What is meant by inch, when applied to individuals, 
and to a ſtate, and what is the nature of tlie expence which muſt- 


diminiſh it, when it is conſidered as the object of taxation? 
| | The 
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. Auel 459 by an expence 10 one is thencome: — 
that without applying our reaſoning to every particular fact, no 
general explanation can be rendred intelligible. My reaſon for pro- 
poſing it in this place, is, chat in commenting upon ſome paſſages 
of Davenant, in his diſcourſes upon the revenues of England, I 
may have an opportunity of yy ſome FRO un Rave. 
| been already examined, ' 
Da venant was an admirable writer; bis had a romnriiahs genius 
for political theory, and his ſentiments upon many things are very 
generally adopted. My intention here is not to refute opinions, 
ut to avail myſelf of his combinations, in order to en 115 
on ideas. 3 
In his firſt diſcourſe upon revenues, we find the aue 
F. 1 
The number of che people leads us to UE what the —.—2 
0 income may be from land, and what from mines, houſes, and 
7 homeſteads, rivers, lakes, meers, onds, and what from trade, 
labour, induſtry, arts and ſciences: for where a nation contains 
r ſo many acres of arable land, fo many of paſture and meadow, 
ſuch a quantity of wood and coppices, forreſts, parks and com- 
6 « mons, heaths, moors, mountains, roads, ways, and barren and 
« waſte land; and where the different value of this i is com uted, 
« -by proper mediums, it is rational to conclude, that ſuch a part of 
the people's expence is maintained from land, &c. and ſuch a 
« part from mines, houſes, &c. and that ſuch a part is maintained 
from trade, labour, &c. and the poor exceeding ſo much the 
rich in numbers, the common people are the proper medium by 
“ which we may judge of this expence. 
here is a certain ſum requiſite to every one for food, raiment, 
and other neceſſaries; as for example, between and 8. per 
annum; but ſome expending leſs, and ſome more, it may not be 
« improper to compute, that the maſs of mankind, in England, 
« expend, one with another, near 8 J. per annum : from whence it 
oz may 
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* may be concluded, that an annua} income of fo.many. millians, is need 
ful for the nouriſhment of ſuch and ſuch a number of people.“ 
The reaſoning here takes a wrong turn. It is of no conſequence 
to compute the value of things conſumed without alienation. It is 
of no uſe to know chat the value of che phyſical · neceſſary of 2 
Engliſhman is 84..2-year;z becauſe if this ſum. is ſuppoſed to be 
an exact quantity of income, not one farthing of tax can be im; 
poſed upon it. So that impoſing, for example, 5 per cent. upon this 
article would only be raiſing the phyſical-neceſlary to 8 1, 8 . which 
8. muſt be paid, not by the phyſical · neceſſarian, but by ſome body 


having ſuperfluity who employs him: and if there was not ſuper- 


fluity enough in England to anſwer t. to $5. a head, ſuch a tax a 
not be levied. 


le afterwards ſuppoſes that the income of this claſs may amount 
to about twenty millions a year, which at 8 L cach, anſwers to two 
xlions and a half of people. He ſtates the income of lands at four- 
teen millions, and the income of trade at ten millions, in all at 
forty four millions a year: and Hence he concludes, that taxes 
ought to be impoſed i in ſome proportion to this tot ll. 
Now if he ſuppoſes the ſirſt article of twenty millions, ariſing 
from the income of thoſe who are employed in arts and manufac- 
tures, accprding to the former calculation of 87, a head, to be as 
ready a fund for taxation as the land- rents, we mult examine, by 
the principles We have deduced, whether there be any ground” for 
Tach a ſuppoſition. | hola Pot TORE 
Let me ſuppoſe « one of this great clafs to work a whble day for 
His victuals only. Here is an alienation of work for food. Tt is im- 
poſlible, however, to raiſe a tax in money upon this alienation; 
becauſe it may eaſily be ſuppoſed rhat neither party has a fartking. 
The only method therefore, in ſuch a cale, to impole a tax, would 
be, either to oblige the workman to ſet apart a portion of his day's 
Work for one who would pay the public for the value of it, or to 
oblige che perſon who gives him his food, to pay the public for 
the 8 of employing him! in his ſervice. The bey * and the 
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which, 1 have Taid, 4 150 at ly re a 1 of one King or or 
other. The labour of the per on: 


fon Working 18, here, fuperfluous t 
himfelf; therefore a part of it may be applied t towards the public. 
But, the hread he receives is in no part ſuperſtuous, and PITT 
cannot be laid under t: taxation « as to him. But then the bread given 
for the labour is fuperfluou to the perſon who gives it; and as this 
implies that he has a fu xrftuity of bread, the Rate 5572 demie 
are of that fuperlluity. 888 i ee 
By t this expoſition of the matter it appears, chat in onder to rk 
3 tax, in ; whatever \ way it be done, ſome kind of ED 
be ſuppoſed. It alſo points out how it ſhould be laid on: 
| auen the, proper o bject, a part of the bread thould be 1 
from the woriman, infiead « of being taken from the man who employs 
him, the tax would affect the phyſical-necellary of the labourer, in- 
ſtead of affecting the ſuperfluity of the employer, _ 
Let us next ſuppoſe a workman able to do no more than what, Js 
requiſite to dig the ground for roots to eat, inſtead of digging it to 
procure bread from a man who has bread to ſpare ; ſill there will 
he no, alienation ; conſequently, no poſſibility of eſtabliſhing a 
lar j for if vou either take a part of his labour, or of his food, Joh 
gepriye bim equally o of his phyſical- neceſſary. Vet the work of this 
CAD AP0 his food, may be valued at {o much money ; and thus 
ay. enter, in one ſenſe, into Davenant's general article of income 
or expence; but it does not follow chat any tax can be raiſed \ pap 
tuch an income. wy Tr 
| To eſtimate, therefore, the total value, i in any nation, of what 1s 
che object of taxation, we muſt go another way to work. The firſt 
article muſt be the annual income of all funds, By funds, here, Tunder- 
Rand, the capital wealth already made, in oppoſition | to the produce 
of induſtry, * which 2 may | be conſidered : as the materials of which 
ſoch funds are compoſed. The fund therefore is the accumula lation 
ot ſavings, which, not having been ſpent by the induſtrious, form 
a — 
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2 capital of a nature to produc an income eicher from land,, or 
— any other valuable thing. Thus tand "rents, annuities, inteteſt 
i 8 emoluments of 801 falaries, even wages of ſervants, 
ſhort, every fixed income, 1 range in this firſt article, which [ call 

: 5 55 poſed. | e 17 78 F GE En Eo either re Lc 
This! may be laid under taxation by 21 und rate, or otherwiſe, 

| us forms that kind of tax which I call cumulative and arbitrary; 
ec cauſe a man who has Ni ſort of viſible revenue. comes under 
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out of it, ever ſo many debts and incumbrances. From ſuch Ereil 
Kagces, cumulative taxes frequently turn out extremely burden . 
The ſecond object of taxation is upon alienations made for mo- 
ney. Whenever we come to diſpoſe of money ini the purchaſe of 
any thing, the ſtate has an opportunity of exacting a part of ĩt 48 A 
tax; but while it remains hid, it can neither be come at, or "Laid 
under contribution, without ertdbtidh br violence 
All branches of expence may be laid under taxation by exciſes, 


which I call proportional taxes ; becauſe à man is never fubjected to 


them, but in proportion to his expence; | 4 Alt Wxpehee" ought 
naturally to proceed from his cen 10 ien 
As for trade, I do not clearly ſee how the profits of it can be regu- 


laply | raxed. In France, indeed, they are taxed under the firft head, | 


and are conſidered as an income. Such an im paoſttion is not well 
Judged; becauſe there the materials for making the fund are taxed 
as if they were the income of a fund already made. It is only the 
ſavings out of the proſits upon trade, placed ſo as to produtè a per- 
manent revenue, which properly can be conſidered as à fund: the 
income cherefore of theſe ſavings, and not the ſavings themſelves, 
ſhould come under that branch of taxation. 

| Cuſtoms, are improperly. called taxes upon, trade. If ill ddl 
they, top trade, or render i it less profitable, by diminithing the de- 
mand for the . fo taxed ; bur the ey bak nothing from the pro- 
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firs already made. mg | 23 
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olneaverading nation; the: great branches of commence: produces; 
ecktain determinate proſit, ſubject, Lallow; tor augmentations and 
diminutions, from accidents and, circumſtances impoſſible to bo 
foreſeen: and the cuſtoms impaſed upon exportation and importa- 
dation differ from: N * eee #henuthan, 
in any thing elle; 1 e 90 uur. A off ibi bigk 
Davenant, in my ens would: ho Sivan Abbe of the! 
farn Rich taxes might have been ſuppoſed capable: of producing 
in England, had he examined the amount of all the branches of xeve+; 
nue, aud of all the ſpecies of ſale, than in the manner he has doney 
Theſe two points known, it would be expedient next to/inquire, in 
what manner the ſeverab articles could be me de ſubiect io either 
cumulative, or proportional taxes. 2 1 EHI fl 
I muſt now take notice of ahve: hn of Davenant, where 
he explains himſelf upon the queſtion before us: it is in Es 
diſcourſe upon revenues, where he ſays, tO Foy 
« By annual income, We mean the whole that arifes in any 
| «country. from land! and its product, from foreign trade, and do- 
meſtic buſineſs, as arts, manufactures, &c. and by annual 
% expence we underſtand what is: of necęſſity eonſumed to cloath and 
« feed the people, or what is neceſſary for their defence in time of 
< war, or for their ornament in time of peace: and where, the 
e annual income exceeds the expence there is ſuperlucration axiſing, 
% which may be called wealth or national. ſtock. „ higlent gi x6: 
The revenue of a government is part of this annual income, 
as likewiſe a. part of its expence, and where it bears too large a 
proportion with the whole, as in France, the common people 
4 muſt be miſerable and burdened with heavy taxes. 10 
4 mult comment alittle upon this paſlage. - 1:1) 4+ Kh 216 51181 
I have no objection to this expoſition of the matter; the Meas 8 
intelligible and clear: but I object againſt the, application of his doc- 
trine to taxes ; becauſe it would lead to erxor. Here are my neaſons: 
run, Income is called the whole of the earth's productions: this 


1 may admit to be juſt, except when, we conſider income as an oh- 
2 | 6 ject 


CRI. OH POETITTCA D DECONODPY. AA Ay 
jetofiraxation, B if wereninthe ſume definition ws exprefeube 
mcome of one, for example, who labburs the ſoil for his ownfub- 
ſiſtence, as well as of another who labours it asda trade, the dif- 
ference in paying their taxes out of it will be very great. He wW¹e 
draws nothing from the ground but his phyſieakneceſſary, can be 
laid under no taxation; becauſe he has no ſuperfſuity. And iftche 
be obliged either to give a part of his crop in tax, or to ſell any 
part of it for money to be paid to the public, this diminiſhes his 
phyſical-neceſſary, and forces him to ſtarve: whereas, the other 
who exerciſes labour as a trade, may be obliged to pay a part of his 
ſurplus by way of tax or rent; and ſtill his wenn oy 
remain-untouched. — 22 
It is for this reaſon, that in Wii e eie kee L am e . 
at the greateſt pains to point out, that nothing can be the object of 
taxation, except what is over een * an of 
every. one. 0 nb 
In all countries ebe a 8 ny aal, or by hut | 
name it goes, is eſtabliſhed, care muſt be taken to prevent the 
huſbandmen from confining their labour to ſuch a ſmall ſpot of 
ground as is barely ſufficient to produce their. own phyſical-· necec 
ſary, unleſs when they have a trade to en them in paying ug 
the public demands of them. * 30 
From this circumſtance; and this omg. it 8 es the And: 
tax in England is ſo little burdenſome, comparatively to what it is 
in many nations of Europe. Lands in England are let in large poy- 
tions: no body will let a farm ſo ſmall as to be proportioned to the 
ſupplying of the mere phyſical wants of the farmer. But in other 
countries, where the c&conomy*is different; where inheritances in 
land are conſtantly divided, as moveables, among all the children; 
the lots become ſo ſmall, that the proprietor can dra no more 
from them than his on ſubſiſtence; and then when a land- tax is 
impoſed, this poor little portion being valued in proportion to what 
it can produce, as well as tlie greateſt eſtate in land, the huſband- 
man ts ſtarved, although the” tax demanded of him be laid on in 
123 h 4 | | the- 


kv ANYNOVMAY INTO THE! BRINCIBLES .!12BooailD. 
theiekd@:/propertionitoridre. producerofiihis land; twiiilehe: hdr Has 
à fürplus is quite eafp. £7) 10H D n „i af H nοο 9. I 0 10 
I would therefore recommend, in countries where this minute 
ſubdiviſion of lands has taken plaoe, tat for the future none un- 
der a certain extent dr value ſhould be ſufferetl co be divided among 
the children; but ordered to be ſold, and tie price divided among 
them; and that the ſame regulation ſhould be obſerved upon the 
death of fuch proprietors whoſe lands are not ſufficient to produce 
three times the phyſical- neceſſary of the labourers. This would 
engage a people to exerciſe agriculture as a trade, and to give over 
that trifling huſbandry which produces no ſurplus, and which in- 
volves ſo many poor people in the oppreſſion of land-taxes. This 
plan can never be recommended as a plan to be exeeuted all at 
once: it muſt be done by degrees, and in proportion to the pro- 
greſs of induſtry. The principle is ſo evident, that I never found 
any one who did not immediately agree to the juſtneſs of my ob- 
ſervation; although in 257g ene, I. Howes be. auge 
it attended to. 5 
Here then is the uſe of aa 8 it lends us in 8 to avoid 
difficulties; which might otherwiſe be judged unſurmountable. 


\- 29, I farther obſerve, that it is a more hurtful error ſtill to mi- 


take the produce of induſtry for the taxable income ariſing from 

it, than to miſtake the groſs produce of land for the rent: becauſe 
the proſits upon induſtry bear a ſmaller proportion to its produce, 
than the rents of lands do to their full fruits. 

The beſt method of raiſing money upon the lower chaſing of, the 
induſtrious, is rightly to lay their conſumption under proportional | 
taxes, Which they may eaſily draw. 3 becauſe Wen be 

the price of their work proportionally. datt Ixtte HOH 

From this we may conclude, contrary to a common 8 
that the teſt of well impoſed; taxes is to raiſe prices in hroportion. 
n they are rightly impoſed, every one who fells. a c 


'* Some fmall attention is paid to the poorer ſoit of landholders in Frgland's for. by 


the annual act fot a land: tax, no pot per foti ſhall be liable: to abe pound rave, wholc 
lad, &c. are not w' rth 20%. pr anmun value. 


which 
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,whichchas paid 2 tak, wil draw it bock, whether he be induſtnious 
or not. If he conſumes it, he cannot draw it back, but by raiſing 
che prixe of his Work; which again he cannot do, unleſs the tax 
be made fo general as to affect all his competitors; and unleſs che 
conſumption he has made be unavoidable to every one of them. 


B Mhen we reflect upon the large quantities of exciſeable goods 


hich are conſumed as ſuperfluities, we muſt conclude that the 
riſe of prices, daily complained of, nnen more from our man- 
ners than from the taxes we pay. 

Ztio, The expence of a people is not W tact is is ſuflicient _ 
al them; but what they conſume, either in fruits, or manufactures. 
Had indeed Davenant computed the value of this neceſſary quan- 
tity, and deducted it from the income, according to his acceptation 
of income, the remainder would have been a. tolerable good re- 
preſentation of hat I mean by income, or taxable fund; becauſe 
whatever a people conſume beyond the neceſſary, I conſider as a 
fuperfluity which may be laid under taxation. 

40, I muſt alſo differ from him in hang idea concerning ſuper 
lucration, wealth, or national ſtack; | 

According to him, this is the pena of income remaining 1 
the following deductions: 1%, What is neceſſary to clothe and feed 
the people. 24, What is neceſſary for their defence in time of 
war, and ornament in time of peace. But according to my no- 
tions, I muſt alſo deduct all that is conſumed in ſuperfluities; for 


what is conſumed, whether neceſſarily or fuperfluouſly, never can 


make an article of ſuperlucration, wealth, or national ſtock. 
The ſuperlucration then of a nation conſiſts in the augmenta- 
tions made upon her ſtock of every kind, capable of producing a 
proportional income: it is the converting into ſomething durable 
the well employed time of the inhabitants. In this ſenſe the new 
pavement of London, the roads, buildings, ſhips, &c. in England, 
are all articles of ſfuperlucration; as well as the improvement of 
the lands, and conſolidation of the balance of her trade, whuch 
has created that 12 of the n funds nen to natives. 
ö | QUEST, 
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portional Fer io een eee en TY 

This is a curious ſpeculation ; and as it is a ſhort exerciſe upon 
ſeveral principles of this ſcience, it comes in properly at the contlu- 
fon of our WG.. m.. Barth wet 

To make a land-tax proportional, the proprietors of land ſhauld 

Se enabled to draw back the burden, in the ſale of the earth's pro- 
ductions. This they cannot do, as matters ſtand. The farmers 
who pay no land-tax underſell (RENE? becauſe they have no an 

draw back. 

Since the tax, eee, cannot be drawn back directly, let us 

apply our principles to diſcover a method how this might! be done 
andirectly. 0 | 
Let nothing but lands be ſubject to this impoſition. 
| Let every part of them be valued, and recorded in a e | 
regiſter. 

Let bread, butchers- meat, and ſubſſtence of all Minde be laid 
under an exciſe, in all markets, and nowhere elſe, at a rate ſufficient 
to raiſe the tax intended to be laid upon the lands; and let the 
amount of this tax be drawn back by the landlords, in e g 
to the valuation by which they have paid the land- tax. 

That this is a reaſonable impoſition, appears from the e 
plan of this work. We have ſeen, in the firſt book, how the great 
body of the people is divided into labourers and free hands; that 
the free hands are the inhabitants of towns, who go to market for 
ſubſiſtence, and conſume what correſponds to the land- rents; con- 
ſequently the landlords, Who at preſent pay a cumulative tax, 
-which they cannot dra back in any ſhape, are juſtly intitled to the 
amount of this proportional tax, laid upon the __ articles which 
produce their land- rents, and which are conſumed oh the mw 
tants not employed in agriculture. 

Every one who has writ concerning das — 40 
contract the object of them as much as poſſible: more, I imagine, 

. a view ha eaſe the public than the. people. I have followed 

angther 
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another courſe. Lhave been for multiplying the objects of taxation 
as much as poſlible, and for many them more in proportion. to 
expence than to property or income. But that I may conform my- 
ſelf in ſome meaſure, to the ideas of thoſe who have examined che 
ſame ſubject, I ſhall propoſe a tax, which would fill up the place of 
every other; and could it n. ann beſt e err 


eu at Co much po con upon the ale of every © commo- 
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CHAP. XIII. 


. Recapitulatio f the Fourth Book. 
Parr I, n the Interef of Money. 


dit #31 $15) 
InTROD. INTRODUCE hs ſubieck of credit and debts, by 
giving a general idea of its extent. It comprehends 
the method of eſtabliſhing a ſolid. ſecurity for money borrowed ; 
of extending the object of ſuch ſecurity in proportion to circum- 
ſtances; of ſupporting the credit of the borrowers, when over- 
ſtretched; and of preventing, as far as poſlible, the fatal conſe- 
quences of a bankruptcy, when it can be no longer ſupported, 
I ſhew how all myſteries relating to credit proceed from our 
ignorance only of its true nature; which is confidence eſtabliſhed 
upon a viſible and palpable fund of payment. I obſerve how de- 
licate a thing credit is, and how gently it muſt be dealt with; how 
incompatible the forms of common law are wich the diſcuſſion of 
queſtions which ariſe between merchants ; how neceſſary it is to 
form a juriſprudence peculiar to trade, and to ſupport it by man- 
ners more than by authority; and when eredit is once ſer upon its 
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true baſis, how all aerial 1 ſchemes, een and nn e. 
'Cies will be avoided. en 
Cr. I. Here I ſhew how :mpoſlible it is to eſtabliſh: Wb by 
authority; how inſeparably it is connected with liberty and inde- 
pendence; and ſtill how compatible it may be with chat . 
power which is veſted in every government. : | 
Cray. II. The object of credit is money lent ; the baſis of "GR 
is the payment of intereſt. If money be wanting, credit will die; 
conſequently, there muſt be a method found for augmenting and 
_ diminiſhing the quantity of money in proportion to the demand 
for it. It is augmented, by converting land into paper-money ; it is- 
diminiſhed, by relieving the land of the engagement upon it, and 
extinguiſhing the paper-money. This is no more than a con- 
trivance for turning into a circulating value, which is the principal 
characteriſtic of money, the obligations of private men, which in 
all countries are conſidered to be of an equal value with any coin. 
I here explain what is meant by money fagnated, and by money 
realized. Money, while it 16 employed in circulation, can carry no 
intereſt; the moment it lies idle to one man, were it but for a day, 
it may be worth intereſt to another, who willingly pays for the uſe 
of it, when he has occaſion either to buy what he wants, or to pay 
what he owes. If no body be found who wants it, then it is ſaid 
to ſagnate in the hands of the proprietors, This denotes that circu- 
lation is full. He therefore deſires to realize it; that is, to pur- 
chaſe with it ſome kind of income. For this purpoſe, if it be 
coin, he ſends it ro ſome place where coin is wanted, If it be 
paper, he demands of the debtor in the paper either to give him 
an intereſt for it, or to convert it into coin, which is the money of 
the world. Both are called realizing z and in Fapper tion as e 
is realized, circulation diminiſhes. | 475 
Hence I conclude, that as the uſe of ae money is to 
carry on alienation, ſo the uſe of ſtagnated money is to produce an 
intereſt; conſequently, a perpetual intereſt is better than money, 
when it is not wanted for the uſe of circulation. If therefore, by 


the 
wal 
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the policy of a country, the capital of every perpetual intereſt can 


be immediately converted into money for the uſe of circulation, 


the inconvenience. of capitals not demandable is removed; be- 
cauſe although you cannot make the debtor pay, you can, ſell 
what he owes you to another, who will; and this equally ſuits 
TO convenience. | 


Cut. III. The ſimplicity of manners among the primitive 


3 circumſcribing very much the uſes for money in circu- 


lation, a great quantity of the coin was conſequently locked up. 


Paper money then was ſuperſluous; becauſe even coin itſelf ſo far 
exceeded all the uſes of their circulation, that it was conſidered in 
the light of jewels and plate with us. | 

Taking intereſt for it, when lent, appeared to them as unrea- 
ſonable, as if a lady, in theſe times, were to alk a price for lend- 
ing her jewels to a friend. 

However, as money was neceſſary on many occaſions to thoſe 
who had none locked up, the Jews, who have always deſpiſed 
land-property, made a trade of lending ; and this drew an odium 
upon the practice, I can aſcribe it to no other cauſe. Our man- 
ners are totally changed ; and Chriſtians lend money at intereſt as 
well as Jews. Neither trade, induſtry, or credit, can ſubſiſt with- 
out it; and as money cannot be lent, without allowing intereſt to 
be taken, intereſt is become the baſis of the whole ſyſtem of credit, 
and comes to be examined in the tollowing chapters. 


 CHay, IV. Before induſtry was eſtabliſhed, the calls for money 


to borrow were few, and chiefly confined to Princes in time of war, 
and prodigal proprietors of land in time of peace. Their demands 


were urgent, and the intereſt they paid was in proportion. The 


lenders po ſſeſſed but a ſmall part of the coin of the country; be- 

cauſe the bulk of the people locked up all they could. Thoſe who 

hoarded, would not lend; and this greatly diminiſhed the fund of 
borrowing : beſides, Princes and prodigals had no ſooner ſpent the 

money borrowed, than it fell ! into the hands of thoſe who 
G 8 Fg 2 1 _ Hoarded ; 
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Rorded'; and the lenders found, no doubt, great difficukiesin 
rocuring freſh ſupplies.” Linti Nto1qqo ads Rai 

- When induſtry and trade brought ner out of its eee 
hen the neceſſity of permitting intereſt appeared evident to the 
church, the coin then began to make its appearance, and was 
ready to be lent. This opened a market for money. The price of 
money i is the rate of intereſt. At this market, the borrowers and 
lenders appear in competition among themſelves, according to cir- 
cunſtances. If more money is demanded to be borrowed: than is 
offered to be lent, the competition takes place among the borrow- 
ers, and intereſt riſes. If more is offered to be lent than is de- 
manded to be borrowed, intereſt falls. Thoſe who borrow money 
may be divided into two claſſes, viz. thoſe who n to ee 
it, and thoſe who intend to trade with it. 

When more money is to be lent than the firſt claſs e the 
rate of intereſt will be regulated by what merchants can give for it: 
when there is leſs, it 188 7 cons to what the prodigals will give 
for it. 

But this firſt claſs muſt have good credit, or their . 
will be cut off. When therefore a ſtateſman finds, that the 3 
rowing of ſuch people hurts the commercial intereſt of his eoun- 
try, by keeping intereſt high, he ſhould weaken their credit, by 
tying up their lands by entails. When their borrowing becomes. 
neceſſary for the encouragement of induſtry, and for bringing all 
the money there is into circulation, then their credit ſhould be en- 
larged, by promoting an expeditious ſale of ee me their _ 
property. 0 
„Cn ar. V. Thus, without the aid of law, the intereſt of ane 
is regulated by demand. But a ſtate muſt not totally overlobk the 
intereſt of the claſs who ſpend more than their incomes. It would 
be inhuman to throw them into the jaws of uſurers. Statutes 
therefore prevent intereſt from rifing above a certain rate. This 
preſerves them, and renders the G{fparion of their ar ane 


— 5 


2 But 
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But although a ſtateſman has it in his power to guard his people 
againft the oppreſſion of uſury, by preventing the rate of money 
from riſing. above the ordinary ſtandard. of demand, he cannot 


equally force it down. below this ſtandard, even although the inte- 


_ of trade ſhould require it: becauſe if the monied men can lend 
cheir capitals abroad, at a higher intereſt than they can procure for 


them at home, they will diſtreſs the landed intereſt, by dem ading 
what they owe, and all the money will be ſent abroad, e 


_ eaſe in Scotland in 1762. 


This was not the caſe a hand years ago. No money then 


could be lent abroad by Engliſhmen ;. becauſe thoſe who would 


give high intereſt had no credit. Thus government could bring it 
down at will; monied men were forced to conſent; and the price 


of land roſe in proportion as intereſt fell. 


As it is the extravagance of men of property which raiſes the rate 
of money above what is conſiſtent with the intereſt of trade, the 


expedients to bring it down, are, 1. To circumſcribe borrowing by 


the prodigal: 2. To ſuſpend borrowing by the ſtate: and 3. To 


throw as much public money as poſlible into the market, by pay- 


ing off debts. When a flateſman has by ſuch meaſures brought the- 


rate of money conſiderably below the legal price, he may, by a 
new ſtatute, prevent its riſing again fo high as formerly; but ftill 
he muſt keep in his eye the rate of money, and ſtate of credit in 
rivalnations, in order toavoid the inconveniences already mentioned: 


\ Car, VI. If Great Britain were to regulate the rate of money be- 


low what the fluctuations of demand are commonly found to carry 
it, then in time of war, as ſoon as demand, which can be ſubject to no 
ſtatute, got up to the high ſtandard, the whole landed intereſt would 
be torn to pieces by their creditors: for the debtors could not borrow 
from one to pay another, becauſe no man would give them credit. 
This would put an end to all their expence; the funds which ſup- 
ply it at preſent (the land- rents) would be carried off by creditors; 
and all the induſtrious who ſerve ſuch proprictors of land would 
ſuffer conſiderably for want of employment. The concluſion which: 
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the generality of people would draw from this phænomenon would 
be, that rng merch; inſtead of being REG 15 Ras ae to 
1 VII. Hence we may conclude, that low intereſt ee 
cipally advantageous for carrying on foreign commerce, and that 
the beſt method to kcep it low, is to keep circulation full, by faci- 
litating the melting down of property. COD PEG EITHER 
This expedient has been contrived by merchants in the eſtabliſh- 
ment of banks upon mortgage; and there is a pollibility that 
landed men, ſome centuries hence, may find out that they may 
_ imitate the example of traders, and contrive the means 5 of borrow- 
ing cheaper than they can do at preſent. n 
_ Were a particular nation to carry ſuch expedients into execution 
with ſucceſs, it would have the effect of bringing down the rate of 
money every where. This would ſink the general average of the 
whole, but never would prevent the operation of thoſe principles 
by which it had been brought down; and the moſt intelligent na- 
tions would {lill have the ſame advantages as before, of keeping 
their intereſt low relatively to their neighbours, which is the great de- 
ſideratum for the ſupport of public credit, as well as of foreign trade. 
| | Car. VIII. But although it is of very great advantage to trade 
| to have intereſt low, we cannot judge of the rok nat of trade 
from this circumſtance alone. 
I hat nation gains the moſt upon her trade who draws the greateſt 
balance from the reſt of the world. Now the balance cannot be 
| judged of by the rate of intereſt ; becauſe this depends more upon 
| manners and policy than upon the ſtate of induſtry. Induſtry muſt 
| be ſupported by ſuperior dexterity, natural advantages, and promp- | 
. titude of payments, as well as by low intereſt. Prompt payment 
3g alone, is of more conſequence to the induſtrious populace, than a 


ſmall difference upon the rate of intereſt. That encourages the 
whole claſs of manufacturers. Low intereſt is principally an advan- 
tage to the merchants who are obliged to employ credit for collect- 
ng their work ; and merchants themſelves who trade upon credit, 

often 
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often gain more by quick returns than what will compenſate a con- 
ſiderable difference in the rate of intereſt, Low intereſt may more 
properly be called. the barometer of ran credit than of wen. 
commerce. | 

CHae. IX, From what has been ſaid, I conclude, that the rate of 
intereſt does not ſink. as wealth increaſes; becauſe it is influenced 
by many. circumſtances, which do not depend upon opulence. It 
depends upon the ſpirit and manners of a people, and will Anctuate 
with them. 


Pakr II. Of Banks. | 


Cnar. I, AVING deduced the principles which regulate the 
rate of intereſt, I proceed to inveſtigate thoſe which 
influence domeſtic circulation ; and as banks are the great engine by 
which circulation is carried on, in tracing the nature of banks we 
ſhall fully underſtand its policy and principles. | 

Banks either circulate notes, or transfer credit written in their 
books : the firſt are called banks of circulation ; the latter banks of 
depoſit. 

All banks are founded on credit, and according to the nature od 
their inſtitution, I may divide the credit they are built on into.three 
kinds, viz. private, mercantile, and public. | 

Private credit is when the ground of confidence 1 is real property, 
pledged for the ſecurity of the loan. 

Mercantile credit is when the cauſe of confidence is in the trading 
ſtock, abilities, integrity, and good fortune of the perſon WhO 
obtains it. 

Public credit every one underſtands, It is when tho ground of 
confidence i is a fund ſecured by public ak, in favour ot the cre- - 

ditors, 7 
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ditors, for the intereſt and capital dur, which laſt howeveris never 
Exigible from the ſtate. _ 

Private credit is the moft folid of the WG, mercantile credit is 

the moſt precarious z and public credit depends entirely upon the 
s of every government with regard to public faith. 
F yrs is the object of confidence, not the quality of the perſon obtain- 
ing credit, which determines the narure of the credit. A merchant 
may grant bond on che credit of his lands; a landed man's bill, 
as member of a mercantile company, may only affect his ſtock in 
trade, and a Prince may pledge a province for a ſum of money. 

The debts of a ſtate, and the bills of merchants, are more 
transferred than private ſecurities. | 

Public and mercantile credit ſtand upon a more precarious bor | 
tom than private ſecurity, A ſuſpicion of inſolvency will ſhake the 
two former; real inſolvency only will deſtroy the latter. 

Theſe are ſome of the peculiarities which characterize. the differ- 
ences between the three kinds of credit. The juſtneſs of the diſ- 
tinctions I have made appear from them, and from other circum- 
ſtances mentioned in this chapter; and the utility of ſuch diſtinc- 
tions will appear from their application as we procced. 

Cn ay. Il. To eſtabliſh private credit, on the moſt ſolid and exten- 
five bottom, the effects of debtors ſhould be rendred of a ready 
converſion into money; the ſale of lands ſhould be rendred eaſy 
and expeditious ; no entails or cloggs by mortgage and the like, 
ſhould be allowed; debts upon poſſeſſions ought to be regiſtred, 
and thoſe due to banks (the great public debtors) n always 
be conſidered in a moſt favourable light. 

Cnunæxx. III. Banks of circulation upon private 3 are of great | 
uſe in the. infancy of induſtry. In countries where it is only taking 
root, the greateſt obſtruction it meets with is a ſcarcity of money. 
When money is ſcarce, payments are ill made; and when the uſes 
for money increaſe, if money be not made to augment in propor- 
tion, alienation will. ceaſe ro go on, and payments will daily be 
more precarious. This is ſo evident that I ſhall not inſiſt upon it. 

| No- 
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Now as every individual in a ſtate does, leſs or more, ſupport 
induſtry by conſuming its ee money muſt be provided for 
every one in proportion to 1 mmm 
once the principle of banks upon private credit. 

He who has money will, every where — e 
one who can give good ſecurity for it; and the obligation granted 
by the borrower is conſidered by the lender as better to him than 
the money he lends. Before the eſtabliſhment of banks, ſuch loans 
were made in coin; but as people diſrovered that a good obligation 
was as good as coin, they diſcovered alſo, chat when mene 
could be made to circulate, they might ſupply its place. 

For this purpoſe, banks found out an expedient Adi abli- 
gations ſecured upon property into ſmall parts of the capitalifum ; 
and by deliverin g them back to the borrower, with an obligation to 
pay them in coin tothe bearer on demand, theyconſtituted themſelves 
debtors to the public for every note. The conſequence of this Was, 
that the coin of the country became leſs uſeful in circulation and 
as the banks demanded it, and even gave premiums for obtaining 
it, it came into their hands, and ſerved the purpoſe of changing 
notes; that is, of ſubdividing the ſums mentioned in them, into 

the loweſt denominations of the money of the country. 

There is not a nation in Europe ſo ignorant as not to feel the uſe 
of this policy; but there are few who have difcovered how to eſta- 
bliſh the confidence of the public in this general debtor, the bank. 
The reaſon is, that people imagine a bank ſhould at all times be 
able to turn all their paper into coin. Were this poſſible to be done, 
where would be the uſe of banks? How could —_ nn. 
IEP" g 

From this ſhort expoſition, we may atter@and the W be- 
tween banks upbn private, mercantile, and public credit. 'The 
firſt lend upon the ſecurity of poſſeſſions; the ſecond, upon bills of 
exchange, which is called ä 3\ W third, "_ the ſecurity 
of the public funds, 
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Cap. IV. A ſcareity of mogey only being found to flop t e pro- 
greſs of induſtry, and thereby to circumſcribe the gains of mer- 
chants who ſupply conſumption; and they perceiving that men of 

property become bad cuſtomers, more from the impoſſibility of 
making payments than for want of an inclination to conſume, 
joined together, and formed a conſiderable ſtock which they expoſed 
to the eyes of the public. This gave them credit, and every one 
who had money to lend was fond of placing it in their hands. 
Other people who wanted to borrow, applied to them for money. 
Their anſwer was, we have no coin; but if you want money for 
any purpoſe, we can aſſiſt you in credit, if you will give us ſecurity 
upon your eſtate. Here is, ſaid they, a note of ours, which any 
body will take from you as payment for what you want. This Was 
the ſame thing to the man who wanted money for a particular uſe, 
- as if they had given him coin; and as ſuch demands became fre- 
quent, the notes were e and inſenſibly n was eſta- 
bliſned. 
States perceiving me abuſe which michs follow, were every. one 
allowed to iſſue paper in this manner, judged it proper to erect com- 
panies, who lent them conſiderable ſums as a ſecurity for their faith 
to the public; and the ſuperior credit of ſuch companies drew the con- 
fidence of the public, and circumſcribed the dealings of individuals. 
Thus the trade of Lombards, who had formerly ſupported circula- 
tion by their bills of exchange payable to order, received a farther 
extenſion by the eſtabliſhment of banks, who, by iſſuing notes pay- 
able to bearer, rendred them, in all commercial countries, every 
bit as uſeful as any coin. | 
Banks once eſtabliſhed, regulations became neteſſiryu ;. and of 
theſe the firſt and fundamental one, was, to iſſue no notes but upon 
good ſecurity. If it be aſked, what ſecurity ſhould be taken? The 
anſwer is, the beſt thoſe who want credit can give. In a country 
Where trade and induſtry are little known, but Where a taſte for 
refinement is taking place, demand mult be encouraged, in order 
to ay the ſupply. And as this demand for conſumption 
| | ſhould, 
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ua ſhould firſt reſolve: to iſſue notes N che fecuriry on: that 
kind of propertix. | 
When induſtry becomes more 9 ns 1 trade eee lan 
more ſecure, from the ſolidity of mercantile funds, banks may then 
begin to diſcount bills of exchange, and #$ this branch of credit 
_ enlarges, the bank will by degrees Pe of the nature * nt 
ſecured upon mercantile credit. 
When public credit, again, is wal eſtabliſhed, they will Joi up 
government ſecurities, pledged in ms n and thus W 
founded upon public credit. 
According therefore to the med obj e& of their is +8 
are ſaid to ſtand upon private, mercantile, or public credit. 

When a proprietor of lands gives his bond to à bank, it mould be 
underſtood, that as long as he regularly pays the intereſt of the 
money borrowed, the bank is not to demand the capital. 
For this bond they give notes, which are conſidered as ready money, 
and therefore carry no intereſt. So the profit of the bank is to re- 
ceive intereſt for what they lend, and to pay none for what they owe. 
What they owe is the paper they iflue. They owe this to the 
public; and the ſecurity which the public has, is the ſecuriry which 

the bank received from the perſon who borrowed from them. 

Hence the ſolidity of banks upon mortgage. Their notes become 
money, and this money is ſecured upon the whole ſtock of the 
bank, and the whole property engaged to them. | 

But as the ſtock of the bank is of a determinate value, and as the 
notes they iſſue may very far exceed it, the credit of a bank will 
be precarious, unleſs the value of the ſecurities upon which they 
lend, be cqualto all the notes in circulation. It will alſo be preca. 
rious in proportion as the ſecurities tiiemſelves are fo. Hence the 
intereſt the public has to take care thar banks give credit upon no- 
thing but the belt ſecurity. % 18 XD ah 

Cu Ar. V. A bank, therefore, which lays down a rule to lend 
in the mortgage of ſolid property only, would deſtroy confidence, 
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if it chould hunch out in giviog credit to thoſe who have no folid 
property to pledge. | 

Char. VI. The uſe of all banks is to fuppott domeſtic circula- 
tion: this is two-fold ; that carried on by conſumers, and that car- 
ried on by traders, and manufacturers, who ſupply conſumption. - 
The circulation carried on among the firſt is in proportion to their 
income, and their credit ſhould be in proportion to the funds which 
produce it. The circulation carried on by the la! is in at 
to the demand for their induſtry, 1 

If a bank be eſtabliſhed on the: credit e it is · very 
plain that they cannot ſupport the circulation of manufacturers and 
dealers upon the fame terms, or in the ſame way they do that: 
of proprietors. They may indeed diſcount bills; but they cannot 
give a permanent credit upon a fecurity which is nee on: 
property. This opens a ne combination. 

Trade and induſtry are: diſperſed through: many- land we "x 
the ſtock of thoſe who carry them on be compared with what is 
neceſſary for that purpoſe, it will appear very ſmall. What is defi- 
cient in ſtock muſt be made up to them in credit; and this will be 
in proportion to their i integrity, capacity; and good fortune. A frail: 
ſecurity for paper, which is to become the money of a nation! Such 
ſecurities muſt either be rejected: by every bank whatever, or the 
whole fabric will tumble into ruim But this ſubaltern claſs of 
dealers may have recourſe to merchants, whoſe wealth and funds 
are ſolid and extenſive. To theſe a bank may give credit, and they 
again, in their dealings with the other claſs, may indemnify them- 
ſelves of all the riſk they run, by profits in proportion to it. 

This claſs of merchants I call exchangers; becauſe they deal prin- 
cipally by bills of exchange in the credits they give, which are of 
the greateſt advantage to an infant trade and a growing induſtry... 
_ Char, VII. When banks were firſt eſtabliſhed, there was no mo- 
ney known but coin, and many there till are, who do not clearly 
ſee how money can poſſibly be made of any thing but metal. The 
ſcarcity of coin raiſed the rate of intereſt, and when banks began to 
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lend their paper, they exacted the ſame intereſt as if they had 
been lending coin. Hence they were obliged to promiſe payment 
of their notes, in coin, upon demand. In conſequence of this, the 
policy of circulation proceeds upon the ſuppaſition, that bank notes 
are equal to coin in every reſpect; and when any interruption hap- 
pens in the ready exchanging them at the bank, all runs into con- 
fuſion. Iſhall afterwards ſhew. how this might be prevented. 
While a country has a balance of trade, either at par or in her 
favour, no body has occaſion for coin, except to reduce bank notes 
to their loweſt denomination of money. But when a balance is 
due to other nations which muſt be paid in gold and ſilver, every 
one who wants coin for that purpoſe, runs to the banks, which 
are obliged to pay in it, and then they are thrown into diſtreſs. 
Hence we may .conclude, that a bank taking upon itſelf the obli- 
gation of paying in coin, without carrying its policy farther than 
the banking trade, cannot ſtand its. ground in a country which 
owes, upon an average, a balance to other nations. This opens a. 
new and a moſt curious combination. | 

Crap. VIII. In the mechanical operations of trade, when they 
are not combined upoa principles, and directed by a ſuperior policy, 
every balance due from one nation to another upon the whole of 
their reciprocal payments, that is, in conſequence of their debts 
and expences abroad, as well as in the courſe of their mercantile 
operations, muſt be paid in the metals. 

Tor tranſacting this balance, there is a ſet of merchants who deal 
in the buſineſs of exchange. Every debtor to another country is 
ſuppoſed to have value in his hands for it, which he converts into 
bank- paper; with this he buys a bill of exchange, drawn upon the 
place where he is debtor, and the exchanger who ſells it, demands 
coin of the bank, which he ſends off for payment of his bills. If 
during this operation the bank ſhould ſtand with its hands acrofs, - 
and only think of expedients. to provide coin, it is evident, that if 
ſpecie ſhould totally fail in the country, trade muſt be at an end, | 
and the credit of the bank would. be undone :: for no body will enter 
| | | into 
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into every combination neceſſary to diſcover the impoſſibility of 
converting the whole paper currency of a nation into gold and 
filver. Thus a bank which cannot pay in coin, will be ſuppoſed 
to be ruined, though in reality”! it may be worth half the property 
of the ſtate. | 

Is it not then of great conſequence to banks, and to a. nation, that 
the principles of their trade, and the ſecurity of their paper, ſhould 
be well underſtood? And is it not wonderful, that they themſelves 
have not made evident a thing which they muſt underſtand far bet- 
ter than any one who has not had their experience? | 

Cnay. IX. When a country gentleman owes money in town, 
beyond what his rents can pay, does he not borrow from ſome 
body who has money? Does not this borrowing prevent his lands 
and his houſes from being torn to picces by thoſe who have a right 
to demand money of him? Would he not be laughed at, if he were 
to delay pledging a part of his property, in order to ſecure the 
whole ? 

The caſe 1s juſt the ſame with banks. They owe a ſum of coin 
equal to all the paper they have in circulation. In this they repre- 
ſent the country gentleman. Foreign nations demand payment 
from them in coin; becauſe it is the ſame thing whether this de- 
mand be made directly on the bank, or on thoſe wha can demand 
it of the bank. Such nations repreſent the town. Mult not then 
the bank borrow upon the credit of the ſecurities pledged: at 
the time they iſſued their notes, and which to them repreſent the 
gentleman's lands? And can they borrow from any but thoſe who 
have money? Their own country can have none.to lend, whilc 
they owe a balance; they muſt therefore borrow from other na- 
tions, and transfer what they borrow to their creditors abroad. 

Hence I conclude, that as nations which haye coin pay what 
they owe with it, and thereby diminiſh its quantity; ſo nations 
wile morey is their land, muſt pay in land, to the diminution 
of that ſpecies of property : and as a man who owcs a thouſand 
rounds upon his eflate is only proprietor of it for the remaining 

; value; 
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value in like manner, a country which pays an. annual intereſt to 
other nations, 1s only proprictor of what remains. 

Cnay. X. If the country gentleman, who is puſhed by his cre- 
ditors for money, which he cannot expect to draw from his rents 
as they become due, ſhould borrow, for a few weeks, from one 
who, after that time, will have occaſion for his money him- 
ſelf, he will be put to all the expence of giving ſecurity for it, and 
at the end of that ſhort time, he will be at as great a loſs as ever 
to find money to reimburſe the man who had lent it him. This re- 
preſents the expedient uſed by banks to obtain temporary credits, 
inſtead of a permanent loan upon a regular intereſt. 

Cup. XI. When trade goes on well, and produces a regular 
balance in favour of a country, the trade of banking is caſy, and 
few employments require leſs capacity. But when the balance be- 
gins to be unfavourable, and when, in ſelf. defence, cher are 
obliged to deal in exchange, the caſe is different. 

Whatever balance is due abroad muſt be paid by the banks, as 
has been ſaid, either in coin or in credit. As long as they pay in 
coin, the buſineſs of paying the balance is left to exchangers, Who 
conduct the operation. But whenever banks borrow abroad, upon 
a permanent loan, and thereby acquire a fund -to draw upon, the 
buſineſs of exchange falls naturally into their hands, and they 


may profit of it according to circumſtances. In this caſe, not one 


ſhilling of coin can go out of the country, in the way of payment; 


becauſe there will be a loſs to any one who ſends it away, when he 


can pay cheaper by a bill. 

CHay. XII. But the moſt complicated combinations ariſe from 
the conſequences of a wrong balance on the ſtate of domeſtic cir- 
culation. I hope this. matter will be more caſily comprehended, 
from tlie ſhort recapitulation I am now to give of it, after all that 
has been faid upon the doctrine of taxes, and. of the difliculty of 
paying them, when money is ſent abroad. 

Money is the inſtrument of alienation ; and when this inſtru- 
ment is taken away, alicnation mull ceaſe, Now, it is a matter of 
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indifference as to circulation, whether money be rendered ſcarce 
by being ſent out of the country by the ſtate in time of war, or by 
the ſubjects who owe it to ſtrangers in time of peace. A determi- 
nate quantity of money is requiſite for domeſtic circulation. In 
whatever way this comes to be diminiſhed, it is the duty and inte- 
reſt of banks to fill up the void as faſt as poſſible, by readily fur- 
niſhing credit at all times to thoſe who can give ſecurity for what 
they demand. If banks, by paying balances, ſhall have exhauſted 
their fund of coin, the fault is their own. Why did they not in 
time provide the neceſſary funds abroad? But in whatever manner 
they pay the balance, the conſequence is, to take a ſum of money 
equal to it out of domeſtic circulation ; and this cannot be replaced 
but by more money lent by them upon new ſecurities. If an ill 
grounded fear ſhould at ſuch a time engage them to refuſe credit, 
when demanded, the country will be in a worſe ſituation than if 
banks had never been eſtabliſhed, from the ſudden diminution 
of money, which, without that ons never could have 
happened. 
But if banks would conſider the whole foreign balance as imme- 
diately their own debt) and it is ſo, when they are obliged to pay 
it) they would provide the eaſieſt method of acquitting it: ſince 
none of the expence incurred can fall upon them, in any propor- 
tion to the gain they make, in receiving intereſt for all they lend, 
and in paying none for what they owe within the 2 of their 
own circulation. 
Char. XIII. Whatever contracts As; bur a bank, and 
offers no relief to it with reſpe& to the payment of balances. If 
they borrow money at home, they cut off the branch they ſtand 
upon, unleſs they continue at the ſame time to give credit to all 
who demand to borrow upon good ſecurity. This laſt combina- 
tion was omitted in the chapter I am now recapitulating ; becauſe of 
the multiplicity of thoſe I was obliged to introduce, in order 10 
demonſtrate how hurtful it is for banks voluntarily to diminiſh 
the circulation of the country where they are eſtabliſhed. I ſhall. 
| | therefore 
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therefore bring 3 it in nere, and refer to the chapter for che other 
combinations which cannot be abrid ged. 

Did banks, upon mortgage, make it a rule to borrow all the 
money offered to them, at a ſmall deduction from the common 


intereft, while at che ſame time they continued to lend as for- 


merly to every perſon of good credit; the conſequence in a little 
time would be, that they would become che abſolute center of all 
borrowing, and lending, and the greateſt part of the ne of 
drawing ſecurities would be ſaved. 

Every perſon who had money to lend, would lend it to the . 
and every one who had money to borrow, would borrow it of the 
bank. Upon theſe two operations, the difference of intereſt paid, 
and received, would more than balance the additional expence of 
ſo great a detail. But then indeed ſome new law would be neceſ- 
ſary to facilitate ſecurities. The clogs laid upon ſolid property 


oblige the bank to inſiſt upon conditions, which put it out of the 


power of many perſons of good credit to borrow from them. But 
I do not propoſe plans: my aim is confined to principles; and 
from thoſe I have mentioned a new clauſe in bank notes would 
ariſe, viz. to pay in coin, or by a transfer of intereſt at a deter- 
minate rate, at the option of the bearer, not of the bank. 

CHAP. XIV. This would be an optional clauſe, very diflerent 
from that lately introduced into Scotland, where the option of pay- 
ing intereſt was left to the bank. This has fince been wiſely ſup— 
preſſed ; becauſe it proved a heavy clog upon circulation, and en- 
abled the bank to avoid doing what their own interett, and that of 
the nation, required of them, viz. the ready payment of all ba- 
lances againſt the country. But in ſuppretling optional clauſes, 
government ſhould facilitate the means of paying balances, and 
of providing coin. This is done by eſtabliſhing and ſupporting 
the credir of the banks, in proportion to the ſolidity and extent of 
their funds. An example of this nature occurred in Ireland, in 
April 1760, when the parliament intereſted itſelf directly in the 
ſupport of the credit of ſome private bankers. A mint alſo is ne- 
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ceſſary; or if this ſhould be judged imprpper or ſuperflnous, ſome 
aſſiſtance at aeg wa _ mg in enen coin from the . 
of its fabrication. Hl 371 n o JC 

CAP. XV. All ee FO are 3 8 
degrees, when, inſtead of being eſtabliſhed at once on ſound prin- 
ciples, they introduce themſelves mechanically, by cuſtom and 
practice only. When therefore a national bank is not found to 
anſwer all the purpoſes expected from it, private people imitate 
their plan, and fill up the void. Thus in Scotland, when the 
banks of Edinburgh did not ſufficiently ſupport circulation in the 
more diſtant parts of the country, private banking companies 
were erected, and degenerated into a great abuſe. Every one 
iſſued notes payable to bearer. Thus the public was filled with 
paper money, the credit of which was quite unknown _ _—_— 
who were however forced to receive it. 
Whatever is payable to bearer, is payable to the ot j . no 
doubt the public has a good right to prevent the iſſuing of notes 
by any but ſuch as it has conſidence in. When a note is payable 
to order, every one who circulates it is reſponſible for the value; 
but when it is payable to bearer, there is no recourſe upon any 
but the firſt grantor of the obligation. Such regulations therefore 
ſhould be made in this reſpect as may give a ſolidity to the papers 
facilitate a general circulation, and prevent the eſtabliſhment of a 
currency confined to particular diſtricts within the ſame coun- 
try, which tends to introduce a courſe of exchange from one 
town to another. This would be the caſe, were the circulation of 
every county carried on by the county bank. A communication, 
therefore, of intereſt between the banks of a country is requiſite, 
or elſe the obligation to pay ſhould not be confined to the phe 
where the bank is eſtabliſhed. 

Char. XVI. Here I reſume the principles I have 1 in a 
ſhort ſketch of a _—_ on of ITT for a bank of cir- 
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OHP. XVII. If proper regulations upon the banking trade 
ſhould be found inconſiſtent with the laws and manners of a 
people, which require a more extenſive liberty to every one to carry 
on what commerce he thinks fit, I think it is xeaſonable that every 
company of merchants who iſſue paper, payable to bearer, wich- 
dut the ſanction of government, ſhould be obliged to ſubject their 
books to ſome kind of public inſpection, that it might be ſeen whe- 
ther the credit they grant to individuals be of a ſufficient aue 
to anfwer for the notes they circulate. 

CAP. XVIII. The numberleſs diſtreſſes of the Scots in at 
the end of laſt war, made it neceſſary to ſhow, in a particular 
chapter, what the conſequences might have been, had the banks 
at that time totally withdrawn their credits, and given up buſineſs. 
This ſtep would, 1, have cut off their whole profits of banking, 
240, It would have ruined the whole claſs of exchangers; and with 
them, 37:0, the whole trade and manufactures of Scotland. 
CHAP. XIX. Here I take a farther ſtep into thoſe intricate com- 
binations. I now ſhew how the whole obligation, both of paying in 
coin, and diſcharging foreign balances; may be taken off from thoſe 
who adminiſter a national bank. Their notes are propoſed ro be 
paid by a proportional transfer of intereſt. All intereſt due 
banks on that account, and to banks for credit given, is propoſed 
to be paid in coin at certain terms. Thoſe who have occaſion for 
coin are to buy it at the mint: but this coin is entirely calculated 
for domeſtic circulation; and therefore à very moderate quantity 
of it will be neceſſary. And for the payment of all ſums due to 
foreign nations, I lay it upon government, OY to che 550 


| propoſed in the 5th chapter, upon exchange. 
-Fhus the whole — of circulation is divided into three diſtinct 


branches: 
imo, The melting down of property, and keeping circulation 
full at all times. This is the buſineſs of banks. 291 el 


ach, "The providing of coin is the buſineſs of mints. 4555 
iii 1 ztio, The 


| 
| 


creditors to the nation. 
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i 
ode 


ztio, The granting bills en otejgrl parts for valuvin ths a na- 
tional c currency, is the buſineſs of the ſtate, 101 +4 a9vols | 
Cray. XX. The objection to this doctrine is, that if- notes are 


not payable in coin, they ceaſe to be of value. The anſwer is ſhort. 


The uſe of paper money is to keep reckonings of value between 
people who have property; the uſe of coin is to avoid giving « credit 
to people who have none. . 

The value of the paper in the country is aſcertained by Hat | 
of the intereſt which is paid for it in coin; and by not paying the 
capitals in coin, you prevent its being carried off without neceſ- 
ſity, whenever. a balance becomes _ which NOR IU be 
paid by the means of credit. 

Cnay, XXI. I ſhew, by many arguments, (afterwards nemo 


in the 1oth chapter, upon public credit, and which render this 


combination more ſimple than I ſhould otherwiſe have been able 
to make it in this place) that the return of a favourable balance 
of trade will clear the bank of all the foreign debts contracted by it, 
for tlie relief of the country; as a like favourable balance on the 


trade of Great Britain has the effect of ſetting that nation free 


from a proportional part of the money due to ſtrangers. In this 
caſe, the favourable balance is incorporated in the public funds. 
due to natives: in the other caſe, it is incorporated with the ſtock 
of the bank ſecurities, and enables them to relieve that part of 
them which was engaged for the intereſt paid out of the country. 
cuAr. XXII. The conſtitution of the bank of England differs 
eſſentially in ſome particulars from that of banks upon mortgage, 


and private credit. It is not ſo much calculated for multiplying 


the currency, by melting down private property, as for facilitating 


the circulation of the trade of London, and e. of Great 


Britain. | 
The grounds of confidence Ugo: which the notes of this com- 


| pany ſtand are very great. 


Imo, A capital of eleven millions erling, far which n are 


' 
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ado, A ſum of eredit· caſh at all times in their band, of about 
eleven millions more. 
Z3tio, The bills of ann au he great — of Europe, 
which they diſcount. _. 

410, When they iſſue paper to n upon the faith of 
taxes, or circulate exchequer bills, they have the ſecurity of the 
public faith for the ſhort advance of a few months. 

This bank, I have ſaid, is more uſeful for promoting ant 
hoes augmenting it. It has however lent its aſſiſtance in 
this reſpect on very critical occaſions. It has circulated exchequer 
bills; and tallies, which, from diſcredit at the time, were as ill cal- 
culated to ſupply the uſe of money, as lands or houſes: are, from 


their unwieldy nature. The great advantage the public reaped. 


from ſuch operations, abundantly ſhew the utility of banks, which 


are calculated for that very purpoſe.. 2 
The principal operations of this bank are, to receive and pay 


away the greateſt part of all the national revenue, expences, and 
debts; to diſcount bills of exchange payable at London, and to 


ſupply the country with coin. 

The demand of London for ſubſiſtence and manufactures from 
the country of England is ſo great, that the whole amount of 
what is ſent up to that city, for taxes, and for land-rents there ex- 
pended by the proprictors, does not compenſate it. From which 
it follows, that by the bank's. not. giving credit upon private ſecu- 
rities, the whole of their paper is in a manner confined to the ca- 
pital ; and if any part of that paper caſually goes into the coun- 
try, it quickly returns, in payment of what would otherwiſe be 
remitted in bills. So that paper circulation in the country of Eng- 
land is very inconſiderable, when compared with the coin. 


The intention of this chapter is to examine and compare the 
principles of the two ſpecies of banking, and to point out their 


ſeveral conſequences as to circulation ; from which I am led to 
think, that if banks of circulation were to be eſtabliſhed in the coun- 
try towns of note in England, N would greatly promote induſtry 
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erz where, andi ocsaſion BA; inne ede from the ir contraſt 
with the national bank. trio badtinofts 
„Cg r., XXIII. After deducing the S upon which che ſo- 
lidity of paper money is eſtabliſned, 1 proceed to point out the bad 
eonfequencęs of iſſuing bank-notes/ upon à precarious! ſecurity. 
The bank; eſtabliſhed in France by Mr. Law, and the fatal cata- 
rope it brought upon that nation, furniſh excellent matter r. ib 
luſtrating the doctrine of paper credit. wir 1 
Ihe late King of France left, at his death, en i * i c 
dom of 142 millions. deins! the coin being at 8 . ane | 
of ſilrer. FX aand 
Cn ar. XXIV. In . few en ae his 4 os debt was 
eefliced to 100 millions, by the turn of a wheel. The coin was 
put at 40 livres the marc. But as the hundred millions ſterling, in 
intrinſic value, after the reduction, contained as many livres in ver. 
Bal denomination, as the hundred and forty millions did before, the 
greateſt inconvenience, diſcovered. by the people was confined to 
the neceſſity e 00 them to ſell their old coin at the _ 
Price. 51 % 3506909 | 
At this time Law let — . ſe wkhour ande. aſſiſted 
people in that reſpec, with very great benefit to himſelt. 
Cup. XXV. He divided the capital ſtock of the bank into 1200 
ſhares, of 5000 livres each. (the livre at this time was exactly a 
ſhilling ſterling) ; and the purport of the notes he iſſued was, that 
payment ſhould be made, at an Rs; in n of the fame e 
value. . AEN. 
This bank was eſtabliſhed « on the atiniphin of the Scots aries 
and lent, ſums upon every ſpecies of good ſecurity. The confſe:' 
quence was, that in leſs than three years, France, from being in 
the moſt miſerable ſituation for want of money, credit, confurnp-/ 
tion, and induſtry, was raiſed, as by magic, to the greateſt afflu- 
ence. The reaſon was plain: there wanted nothing but an inſtru- 
ment to ſet all the inhabitants to work. ' This Law gave them in a 
moment; 
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moment; and their own worde was the cauſe of tlie affluetice which 
R aſtoniſhed them. _ - AfA60 lenco dein du, 


This effect was produces by an inconſiderable ſum of notes: 


chey did not exceed three millions ſterling when Law gave up his 
bank. But credit and confidence were eſtabliſhed by that ſmall 
ſum; and the notes brought out all the coin which had been for- 
merly locked up. It is not a great quantity of money, but an 
exact proportion of it, according to demand, which ſupports trade 
and induſtry. That proportion may be ſuſtained by the means 
of banks, but by no other expedient whatever. | 


Ch AP. XXVI. Law's bank was no ſooner eſtabliſhed, chan he 


ſought to enlarge his bottom. He found a trading company ruined 


in their affairs, though intitled to great privileges. He found alfo 


large ſums of public ſtate billets circulating at great diſcredit, from 
an ill paid intereſt. He got a grant of the company to himſelf 
and aſſociates. He opened a fubſcription for 200,000 ſhares, of 


Joo livres each. He took payment in thoſe diſcredited obligations; 


and when he had got the ſtate billets, (given in at ſubſcribing) he 
engaged the Regent to promiſe punctual payment of the intereſt. 
This was no ſooner done, than the diſcredited paper, which was 
become an action, or a ſhare, as we have called it, only by being 
ſubſcribed for to Mr. Law, roſe above par. The nation cried out, 
_ a Miracle! Law was a ſaviour, in the eyes of ſome, a N e in 
the opinion of others. 5 
His credit and his capacity for cotiduſtiaig the e under 
taking within the power of numbers and computation, being 
_ eſtabliſhed, inſpired the Duke of Orleans with a ſcheme of un- 
bounded ambition, which, in favour of many who have never 
_ rightly comprehended the nature of it, I have been at very great 
paains to trace, in the eight following chapters. And as a recapitu- 
lation is uſeful. to aſſemble ideas within a ſmall compals, whiclr 
have been diſperſed through many combinations in the work. 


_ itſelf, I {hall here, in a few lines; give a general idea of the whole 
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The Regent perceiving: the uſe of paper money, well ſecured on 
ſolid property, reſolved to take the bank into his own hands, in 
order to iſſue paper ſufficientto pay off the whole debt of France. 
Now paper iſſued for paying debts is fecured upon no fund at all. 
| It i is the ſame as if it were iſſued for payment of meat and drink. 
The whole ſecurity therefore was his own word. 

But the difliculty was to prevent this paper from inſtantly return- 
ing upon the bank; becauſe it far exceeded all the uſes of circula- 
tion, and, conſequently, could not be ſuſpended in it. 

Ihe expedient- fallen upon was to raiſe the value of the 
actions of Law's company, (which by the ſubſequent. i incorpo- 
ration of new privileges were multiplied beyond 600 000) to a 
great height, by promiſing great dividends upon them. The com- 
pany accordingly promiſed a dividend of aoo livres a year, upon a 

capital which was originally worth-no more than zoo livres. 

' The great quantity of paper money diſperſed had fank the rate 
of intereſt to 2 per cent. The dividend, therefore, combined with 
the rate of intereſt, carried the market price of the action to 
10 cco livres. Here was a new fund provided as an outlet for all 
the bank notes paid to the creditors; and in proportion as they 
bought the actions from the Regent, or the company, whom There 
conſider as the ſime, the notes were to be cancelled. 

By this operation all the debts of France were to be converted 
into actions of the company of the Indies, and were to ſhare its 
fate. But then it muſt be remembred, that this company had in 
a manner the whole revenue of France in farm; and by recapi- 
tulation of the different branches of their profits, their income 
amounted to eighty millions of livres a year. So that if matters 
| had been well managed, had credit been ſupported by fair dealing, 
had no arbitrary acts of power, in tampering with denominations 
of coin and money, taken place, and had the Regent ſupported 
and encouraged the company; they i in fact might have been able 
to pay more than all that was required of them; and the very di- 
minution of the intereſt of the public debts, by the fall of money 

10 
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to a per cent. was, in effect, cutting off one half of the capital. 80 
that if we ſuppoſe the total value of the 2000 millions of debt equal 
to 100 millions ſterling, the debts of France, by this ſcheme, would 


have been reduced to an annuity of 2 per cent. on a 100 millions, or 


two millions ſterling a year paid to the company, who then repre- 


| | ſented the ereditors of the nation. 


But the project was too great; the capacity of thoſe who were in 
the management was too fmall, and the time was too ſhort for 
bringing about ſo great a revolution: thus it failed; but in a way 


which ſuggeſts no reaſon to believe that it might not have been 


- ſupported. 
CHAT. XXXIV. The denomination of the paper was reduced to 


one half by an act of power: a man who, for example, had a bank 


note for 100 J. had it reduced to 5o/. This at once deſtroyed the 
whole credit of France. But it would have ftood its ground, with- 
out doubt, had the Regent called the fifty pounds with which he 
paid ſuch a note, one hundred pounds; although, if you abſtract 
from the intereſts of debtors and creditors, which never were 
attended to, it was abſolutely the ſame thing. The altering the 


denomination of paper implies, however, this additional injuſtice 
above that of altering the denomination of coin, that it changes 


the value of the paper in all caſes; becauſe it contains no other 
value than the denomination: whereas coin has a value indepen- 
dent of that, which no law can alter, | 
__ Cnay, XXXV. The form of a bank propoſed for France, in this 
chapter, is pretty much the ſame with that mentioned in chap. 163 
only here 1 have not even admitted the payment of the intereſt in 
coin, for fear that an act of power, by carrying off a fe thouſand 
louis d'ors on a prefent exigency, might totally ruin the credit of 
ſuch a bank, and conſequently draw ruin on the whole nation. 
This bank is intended merely as an office for keeping accounts, 
between people of property, and thereby of OY ms. and 
ſupporting circulation. 
VOI. I. | R CHAP, 
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„Ou XXXVI. Having diſmüſſech ans fabje@ofilbanis oß circu 
lation, I come next to thoſe of depoſit. Here. rege e 
upon which) the bank of Amſterdarm is eſtabliſhed. ene 
Ibis bank iſſues no paper, and! grants credit wenn 
but coin locked up initkew faults Confequently, the ground of 
their credit is che faithful preſervation of this coin. Were it at any 
time to be diminiſlied beloei the value of che credits written in their 
books, the nature of the bank would be changed. Were the coin 
to be lent on good ſecurity; ſuch a bank would then immediately 
become a hank of circulation upon mortgage; ſince it would be 
the ſame as if the credit had been at firſt granted upon that ſecu- 
rity. Were the coin diſpoſed of for no walue, the- bank would be 
from that moment bankrupt in fact, ane a 0 e be 
_ kept tor a long time. 71 v1 631003 21 11 [38113 4] Quits 
Cha XXXMI. The intention of eftublihing: a Hank: of this 
nature at Amſterdam as to fix the ſeat of trade in that city. The 
ordering all bills of exchange to be paid to the bank in coin, and 
the giving to che hol ders of che bills only a credit in bank for che 
value, was an effectual meansrof obliging the proprietors of that 
credit to carry on their trade in the place where their funds were 
eſtabliſhed beyond a poſſibility of removing them, except by tranſ- 
ferring them to others Who, by accepting of the transfer, came 
under the ſame neceſſity. Were indeed trade to become incompa- 
ible with the ſituation of the city, as if an earthquake ſhould fill 
up the port, then the bank would either be removed elſewhere, or 
the credit verit in their books would become of no more value than 
gold inan inacceſſible mine. This regulation alſo prevented the cir- 
culation of bad coin; becauſe When payment of bills was madd to 
the n N care tllat nothing nen c ſhould be re- 
ceived. 11 1433 101 Un 1415411 el A M017 Lit 40 Un 
From ches ca züt appears that s anna Wenn 
plied/ by banks f depoſu ; but un che other hand, it cannot be 
mini by e e e eee the act of e nin 
h bog 2960 10 toblig baglyoil ell ello} bas 191d transfer 
| > So, 
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transfer, of /oretlit anſwers euery uſeibf coin im tratle//and prevents 
alſo 118 waſte in circulation. 310q91 b 40 9161100 on 511095 1 ,nois] 
l CHA, XXXVIII. Coin is liable to conſtant viciſſitudes. Its deno- 
mination may be changed by an act of power, and its real weight 


maybe diminiſhed in circulation. But When it is locked up, all 


theſe. inconveniences are prevented. Bank money, therefore, being 


the value of che coin locked up, is conſtantly the ſame: whereas 


all coin which circulates is liable to variations; conſequently, theſe 
variations are relative to the coin Which circulates, and not to the 


bank: money. The hun e between due one and the ao is 


called ago. 

'CHae. XXXIX. Many 1005 EPL? the treaſure of the bak: 
of Amſterdam to be immenſe ; becauſe no body can ever take any 
thing from it, and that it is conſtantly receiving new augmenta- 
tions: but the policy of che bank itſelf deſſroys this ſuppoſition; 


and ſhews plainly, that the ſum locked up never can exceed what 


is abſolutely neceſlary for circulating the trade of the cit. 

It is true, no perſon can go to the bank and demand to have the 
amount of his written credit paid him in coin. But were the written 
credits to exceed the uſes found for them, : the value of ſuch bank 
money would diminiſh; conſequently, che value of the circulating 


coin would increaſe, which is the ſame. thing. Now as this would 
prove a great diſcredit to the bank, they employ a ſet of caſhiers»or 


brokers to keep the balance even. Their buſineſs is to buy and ſell 
bank credit with current coin, and to theſe the bank gives credit. 
When there is a demand for bank credit, the caſhiers ſell it for 


coin, and both parties going to the bank, anew credit is written, 


onthe caſhier's credit is transferred to the buyer. When, on the other 


hand, coin is demanded for bank credit, the cathiers pay for it 


with coin which the bank lends them; and for their repayment, 
they transfer tothe bank the credit they have bought with it. This 
needs aq little explanation. Suppaſe one to have credit in bank for 
a, thouſand! gilders, which he wants / to ſend away in coin. Ha 


| ons caſhier and ſells his thouſand gilders of bank credit: the 


KKEK 2 bank 
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ſells the e 0 e coi e des 4 diate t tlie credit l 
favour of the caſhi je. But as ke owes this fum to the batt be 
transfers this. cr cre lit to ie e bank. itſelf, in in in payment of the MO wIttd 
: gilders borro 155 and then e e ay expii nge it, if hey pets! 
from their books ; ; beceufe 1 it 18 due to a Os "Thus gn 
no money can be demanded of the bank by one WO Has fe 


che ey, can 1 che was to by third party who does it for them. : 
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car. J. Pente Shen is carried on by bins of ex- 
change 


When idee vous 8 Fa ade by Andre countries, che 


ISS 


their er BM Sh CES | 

In this contract four parties concur: the domeſtic and foreign 
creditors ; the domeſtic and foreign debtors. This operation can 
extend no farther than to the amount of reciprocal and equal debts ; 
if there be a balance owing upon one ſide, this balance muff b& 
paid i in value, either in money or merchandize. Now as a debt is 
much eaſier diſcharged by compenſation than by payment, mer- 
chants endeavour to profit « of this. compenſation ; ; but as every one 


endeayours alike When chere is a balance 5 0 one J e, it ope tes 
upon the whole of the exchange, and ev one wal bear his ſhare 


LAT 


SO OR SEP MPS IG. ct ogorg.c older are 
If London ſhould owe a balance to ch Ir *a after kes pen lag 

Nef cat che world owes to her, exe Gs 2 1 or tothe me ele 
with. to eompemfate :; conſe * gs will took out for Io: my is 


i 5 II. 


creditor to the world: but this arch Wa tlie ſecret, and Thews 
1 | that 
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carey 0 e "his ranch of | trade, cee 
BE e whoſe 2 ire 45, CONCC of, Dake er one , 


2 
of mer 2 place wil 


8 0 0 to C „ anoth er ſet have Co- 
W e lg 52 u ine 5 the late conſiſts in 
preſerving an.equal lity of and 10 among them all; and in 
facilitating to them the 3 n 5 


_ receiving the balances due \ upon 
the total of all their tranſactions. The loſs of the nation is upon 
the balance due oe the cee ; the os ems of Paying the balance, 

26-6 ; 10 ſome of 


ha ſubjects, Lie a ene gain to eee 
The attention, therefore, of à ſtateſman in what regards ex- 
_ change, is, 12, To take care that thaltrue par between the value 
of the national money and the money of other nations, ſhall be as 


much as poſſible 1 


10 each. 


„n metal c 


1 


occaſioning a loſs on he te ene of add Enz 


And, 4to, When he finds an inconvenience in allowing the metals 
or coin to goo out of the 0 he muſt alli as Lavint che balance 
prin the way of credit. 
3 "The beſt method for determining exactly the true and 

| intrinſic valuc of the metals, coin, ar money, in which the balance 
11 10 or from a foreign nation, is to be paid, is to compare the 
reſpec ive valuc ie br * F. ulhon with the reſpective denominatiotis 

0 of the. coin in tlie tw-e wo places exchanging; and to ſtate tlie dif- 
ae only, as 2 price paid for the exchange. T6 render this 


Phi practicable, N oſa] for e all miat- weights more 


{17 0% 2 n ot 290. s 9Wo bus 0.1 U 
Shae ler 9 [ Of f 119076 } 
Ener. Ut, N. 5 5 N bet | nation's (ade with che feſt 
. de e ee ae etc 


12311 739 duc, k. 


of x 211} 109 : blio# 94: 


1111 III i583 173 


ae, 


/ 


bor Den ng more} ens te — — — — — _ Ga - — —ä—4 m u — — — 


„„ AN INC IRI INTO THE PRINCIPLES Book v 
| g „J 105 T0 > & Þ + Þ as 1719 . 


value, 'which totall diſcharges it, or by Sant ſecur] ty, for it, on 
paying intereſt wil the & charge cat be. btäined. ves conlider i 
this chapter the methods of Uiſcharging it. 
A ſtateſman is the beſt judge when his people ought t to pay 1 
bullion, arid when with" credit! if he a proves of their paying 
with bullion, that is, with: Sold And ſilver, he ſhould render i the 
exportation of the metals as ealy as poſſible,” Ifa duty be laid lupo on 
coinage, he need not be afraid that any one will ſend off the coin, 
| as long as bullion can be usd; and when this runs ſhort, if he | 
| | does not chooſe that his coin mould go out, he muſt lend his aſſif- 
| | rance in paying with credit. If he finds it againſt his intereſt ei- 
ther to pay in one way or in the other, he muſt puta top to the 
trade which creates the balance: for while ſuch trade is permitted, 
he will find it beyond” His power to prevent the payment of that 
balance in the moſt hurtful way poſlible to his country, _ 
I here obſerve, that in countries unacquainted with trade, and in 
| others where the whole external commerce is carried on by ſtran· 
gers, a good expedient for cutting off ſuch hurtful branches of 
XT | traffic 1 is to lay all the reſtraints poſſible on the exportation of the 
metals, in order to promote the exportation of what the country 
can offer in return. But when trade and induſtry are eſtabliſhed, 
| theſe reſtrictions ceaſe to be uſeful; becauſe merchants then find 
| a profit upon exporting domeſtic productions, which they never. 
Can have upon exporting an intrinſic value. 
A ſtateſman, rherefore, ſhould conduct his operations according 
1 co the ſituation of his country. If foreign trade be unprofitable, 
| cut it off as much as poſlible, and lay every reſtraint upon the ex- 
portation of coin. If it be profitable, lay no reſtrictions on pay- 
ments; becauſe you are ſure you will gain upon the whole. And 
| if, in any particular caſe, you incline to keep your coin at Home, 
| mortgage your country, and pay with your credit. 
If, when you are obliged to check foreign trade, and 7 prohi. 
bitions on the exportation of coin, exchange is found to riſe tO a 
great height againſt you, yer Win this exchange produce do national 
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$46.1 it 101. will be pai 91 Qa171% within the. country by thaſe cc conſume 


af 


PAS ae to mole Who are at A de and expence 


eee the balance. ill mer 28 5171 1 
Cu, ap. IV. Here e nonſtrafe hat e 1 had in a > ae 


ta en for granted, Viz. t DF: gr POIs of exchange is neither a na- : 


| N 1085 S, or a national g a1 but. whethex it. be favourable or un- 
urable, it produces an inſtability in the profits upon trade, and 
mould therefore be kept? at par by all poſſible methods. I alſo 


ſhew how exchan ge is f favourable to exportation, when the balance 


is againſt a country, and how. the. exchange 1s unfavourable ; in that 
reſpect in proportion as the balance is for that country: and as 
whatever exchange is gained by exporters is loſt by importers, and 
vice verſa, ſome have concluded, that an unfavourable balance does 
of itſelf deſtroy its own pernicious effects, and ſers the balance even. 
J endeavour” to diſprove this propoſition, by ſhewing how the im- 
porters are indemnified, as to their loſs by the exchange, from the 
additional price they get for their foreign. commodities at home; 
whereas the exporters cannot raiſe their prices abroad; becauſe, 
foreign competition will not permit them. So that in one caſe the 
wrong balance hurts the rich conſumer at home, who can bear the 
loſs; and in the other, the right balance hurts the poor manutacy, 
rurer, who cannot. Hence I conclude, that i it is greatly for the i inte- 


reſt of a trading ſtate to keep exchange, at all times, as n at 


par as poſſible. 
| That this is a practicable 1 I prove Tor ls a matter x of fac, 

| and by an experiment made in France by a late miniſter ; where, 
upon a certain occaſion, the exchange having riſen to a great height 
| againſt France, he immediately brought it to par, by ordering bills 
upon Holland to be furniſhed at that rate, to thoſe who ſhould de- 
mand them; and by taking upon himſelf the expence of ſending, 


the money paid for ſuch bills, 30 the place upon, which they were 
dr 141 28 16102 ie 10 Oe 5111 fit) & {11 1116 

1 obſerve, however, that ſuch, operations can, only be recom- 
mended to ſtateſmen who preſide over the intereſts of flouriſhing 
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cn. v. When à nation 6wes à balat wo | e payments 
they have been able to make; either in coin, bullion, bills, or mer- 
chandize, it is evident, that what remains can only be ſatisfied by 
obtaining credit for it, ar the experice of mortgaging the country 
and paying intereſt for the remaining balance. When this, how- 
ever, happens to be the caſe, it involves the nation-debtor in a 
multitude of expenſive operations conducted by exchangers, who 
conſtantly find a profit in carrying them on, though at a very 
great loſs to individuals within the country. To prevent this 
inconvenience, I propoſe, that the ſtateſman ſhould take upon him- 
ſelf the obtaining of credit abroad, for the balance due by the 
country he governs ; and that the expence incurred by this opera- 
tion ſhould be defrayed by the public, whereby every individual 


within the ſtate will contribute his ſhare towards maintaining an 


uniformity in the profits upon trade, and ſupporting the ſtabiliry of 


commerce, from the regularity of the courſe of exchange at all 
times. This operation reſembles very much another of which we 
have already fpoken in treating of banks of circulation upon mort- 
gage. There we recommended the payment of foreign balances 
as a proper branch of bank adminiftration : Here we recommend it 


to a ſtateſman to interpoſe voluntarily between his fubjects and their 
foreign creditors. This is the beſt method of ſupporting commerce, 


when it happens accidentally to fall nm the YEE of 


an unfavourable * 
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Cana p. 1. THE credit of a 1 reſembles, in moſt things, chat 
11141... .£2 of an individual: they differ however i in this, that 
when a private man contracts a debt, he himſelf is anſwerable for 
it. When a ſtate contracts a debt, thoſe who contract the obliga- 

tion in the name of the ſtate are not reſponſible for it. Hence it 
happens, that private people are commonly more anxious about 
paying their debts than ſtateſmen are who adminiſter for the pub- 
lic. Another difference is, that public debts do not ſo much aſſect 
the proſperity of a ſtate as private debts do that of the debtor. The 
intereſt of a private debtor is ſimple and uncompounded; that of a 
ſtate is ſo complex, that the debts they owe, Then due to crtizens, are, 
on the whole, rather advantageous than burdenſome: they pro- 
duce a new branch of circulation among individuals, but take 
nothing from the general patrimony. 

In deducing the principles of public credit, we muſt ſuppoſe. it 
the eſtabliſhed maxim in the ſtate to adhere to the faith of their 
engagements; and that a permanent fund is appropriated for the 
payment of the intereſt of all the money borrowed : a liberty mult 
be ſuppoſed, at the ſame time, to redeem the obligation by ade- 
quate payment; and alſo an eaſy transfer of the capital from hand 
to hand, to indemnity every creditor for the loſs of his capital, 
which is not demandable from the ſlate, as the caſe commonly is 
in private ſecurities. 

' The conſequence of the, ſwelling of public 3 13, to occaſion 
a > paper augmentation of contributions out of private pro- 
perty. The conſequence of this again, is, to produce a vibration in 
the balance of domeſtic wealth. This creates a monied intereſt, 
which ſwells in proportion as public debts increaſe ; and which may 
ſwcll to ſo great a height as to transfer the income of a whole 
nation from the nominal proprictors to the public creditors. 
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M. ſtateſman, cherufone) ou gh / carefully to attend to the ſpirit of 


the nation he governs, before he gives way to a re gular and ſyſte- 
matical augmentation vf publie debts. In monarchies, the pro- 


prietors of lands may bear for awhile the 1 diminutions 


of their annual income mou gi they will not eaſily be made to 


ſabſcribe to a plan which evidently tends to deprive them of all 
tliey have, and eee mew 
whom they have always conſidered as'their inferiors. / | 
In monarchies, therefore, 4 at incfeaſe of public debts wilt 
more aprons o * 0 on'a'n n pal 1 than in ee 


"The conſequences, — — of the fwelling of public debts 
may be, either, ini, To diſturb the tranquillity of the Rate, by 
an attempt to transfer the property of it from the real F tc to 
a new created monied intereſt?” r, 


Aab, If a Tyſtemarical plan of borrowing upon folid ſecurity be 


; not laid down, by may mechanically draw on, A general bank- 


1001 Iain 1 hOfH 10 froh nnr 
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hurt the intereſt of the great body of the Proprietors, the ſtare may 
be. engaged to adopt the fatal expedient of a ſpunge: 88 


4%, If the ſpirit of the; people prove compatible with the ſyſt 
of borrowing and ſuppor ting public refit, to the utmoſt extent, 


6.13 
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tuation, paſſing from one ſet of er to — che uteſman 


fill retaining the adminiſtration of it fer their, pſe 3, . 
Sto, If the debts contracted become the prqperty of foreigners, 
theſe will either remove into the country where, cheir funds are, or 
the income of the whole will he converted into a foreign tribute. 
Char. While public expence was defrayed; from treaſures, 


public credit was a thing yaknown. While ſupplied from.rapine | 


agd-extgtione,it never could exiſt, During che ſimplicity of ancient 
manners, When, there was neither induſtry or ci eredit 
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was unneceſſary: the coin way mor dun ſuſſicient ta ſarva every 
purpoſe of alienation. S.] 29vig 9. 910154 av 30 nonea ac: 
When trade and induſtry hegan to make @ progreſs. in Europe, 
in the Hans towns, and in the xepublics of Gena and Venice, the 
conſequences of their credit Mere: ſaon felt by Princes, hu auk- 
wardly began to imitate their examples firſt; by borrowing money 
upon mortgages of their lands and principalitiess and afterwards, 
by impoſing taxes and ſelling them for What they could get to a 
maſt rapacious ſet of men, the. — — This ſpread oppret- 

Hon, and this again ſoon brough Fringe tQ pet... 
| Taxes, however, ance, eſtabliſhed, in this violent method, and 

upon urgent occaſions, came, in time, to he improved, and formed 
a large fund, which now ſerves as a ſolid baſis. for public credit. 

Char. III. While taxes were only appropriated. for a, time, for 
che repayment of the debts contracted by a ſtate, the attention both 
of the ſtate and of the lenders was totally fixed upon the diſcharge 
of the capitals: but in proportion as money igcreaſed, i in conſe- 
quence of the whole ſyſtem of modern political Occonomy, the 
lenders formed to themſelves a new point of view, viz, the acqui- | 
ſition of a permanent intereſt ariſing from a transferable capital. 

In order to make his change of policy | from borrowing with ar an 
intention to repay the capital, to borrowing with an intention to 
pay a perpetual intereſt, the more ſenſible, I have traced in this 
chapter the progreſs of the firſt, by a review of the plan of public 
credit in England until the end of the laſt century. 

Here Ianalize briefly the ſentiments of Dr. Davenant, and compare 
them with thoſe eflabliſhed in our days, when the latter policy has 
taken place; and upen the whole I determine, that the difference 
in the ſyſtem of public credit then and at preſent, has proceeded 

principally from the difference in the ſtate of circulation, and from 
the expedients now fallen e the ene of mo- 
ney; iriproportiviy d theluſes found for iii. 

nr. IV. Athen ebmpare che fate of publie erodit in akin, 
| dung the-adnainiſtracioti of Cardinal de Richlicti, wich that of 
| E h England 
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England'after te'revetution.” Here 1 endenvour to point out che 
influence which the different forms of government have upon the 
5 of public credit, both ift contracting and in paying __ 
ublic ets 21-09 10 90907 0d tot Br HBr I3fHE noir gon n 
| 13 France, , the powe - of tlie Prince furniſhes' many Neale 
for 1 Payin 8 off Ne which had been borrowed at an exorbitane 
intereſt i in times of public diftreſs,” 090 + niglqys 
In England, tHe Tin rel or of the "crown, in the reſponſi- 
bility of minifters for their exerciſe of it, is a great ſecurity to thoſe 
who lend money to the ſtate; and conſequently, proves a very 
grear advantage in contracting debts upon reaſonable terms. + 
"The longer the two ſtates ſubſiſt, the greater will the advantage 
be found i in favour of that which adheres the mon err to. the 
aich of f its public ee | 
the difference between them is moſt reti ibte-! The ſtrict a0. 
9 the faith of Public engagetiienits has A in 
tion fr om its principles may prove fatal 66 the wala pam | The 
credit of France, on the other hand, has been accuſtomed to a 
You 1gher uſage ; and the frequent acts of power, to the prejudice 
of creditors,” rather occaſion à temporary damp than a total de. 
ſruction of their credit for the future. Such acts of power, how- 
ever, in critical circumſtances, prove extremely hurtful ; and the 
Gigs antage of a well eſtabliſhed credit will, in all probability, either 
open he ey. es of that nation to their/own intereſt, or bring cala- 
muies upon them, which 1 now eren Hark to be o e gere 
5 ſicuation.” ns oo. * en Bod e moon 
Cnar. V. This chapter Gntakts⸗ i © Möwe ſketcly of ths Fong 
public credit, as carried on in Great Britain, from the end of tlie 
"laſt century, to the contkuſtotr of the pete in 25637 J here enu- 
merate the principal operations, caleuated for enlarging the fund 
of Briifh circulation, by engaging the bank Gf Eugland ro turn 
uo 1 money the difcredited bills antics * the exchequer. 1 
| | have 
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have pointed out the, principle, which circumſcribes a; 9 
the bank within certain limits, I have. traced the progreſs and 
fluctuations of the intereſt of money; which have conſtantly. been 
in proportion to the demand for rs or lending in the mar- 
et at che time. I have mentioned the riſe of the ſinking fund! 
and the uſe which has been, made of it. I have endeavoured to 
explain the methods of borrowing, by premium, and have pointed 
out the inconvenience attending that plan, as long as the principal 
view of diminiſhing, a nation's debt is confined to expedients for 
lowering the intereſt, of the capital. I have given a progreflive 
ſtate of the augmentation of, the. debts, of Great Britain at the end 
of every war; to which I have ae a ſhort ſtate of the na- 
tion at the laſt peace. ELITES To 

I conclude my chapter, by aac: ch for che preſent joe 
ſtate of public credit in Great Britain; which has been principally 
owing to the large ſums of borrowed money inveſted in the funds 
before the peace, upon the proſpect of a ſudden riſe in their price, 
on the return of public tranquillity. This riſe would, undoubtedly, | 
have happened, had it not been obſtructed by the negeſſity . 
the nominal ſtockholders were put to, of bringing their funds to 
market, in order to anſwer the demands of thoſe from whom they 
had borrowed what they had inveſted in flock : and until this opera- 
tion be compleated, that is, until the funds of Great Britain be- 
come veſted in the real proprietors of them, tlie ſtate of public 
credit will conſtantly be undetermined. | 

|Cnay. VI. Having given a ſhort ſketch of the preſent” ſte of 
public credit in England, I endeavour, in this chapter, to extract, 
from the beſt private authorities to which I could have acceſs, a 
parallel view of the affairs of France, ſo, far as relates to its reve- 
nues, taxes, and debts, at the peace 1763. 
By the revenue of France, I here underſtand, not only what 
| bens neit into the King's coflers, but al What! is far- 
e levied m_— bis mel: ons Bara} therefore | will not Bela 
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between the: revenus af me and chat of, England, as xepreſented 
in the preceeding chapter, without attending to this difference. 
5 The nett revenue of England charged with all its debts and ex. 
pence of government, we:have ſaid to amount 0 10313 00 . The 
groſs; revenue of France, on dhe her M4 APRESTR 8 8 
247408947 eli bg rA id to 918 of bolt Had aw nod; 
But if from this be deducted that part which, never enters the. 
royal treaſure, and which is expended in levying che revenue, and 
in appropriations for particular perpetual, expences, to the amount 
of 6815111 J. ſterling, there will remain of net income, paid into 
the King's coffers, and charged with all the n a Ern 
government, only 17 925 723 l. ſterling. Toh 
If from this ſum we deduct the total amount os. 3 net e 
of Great Britain, /{10.213/0007.; ſterling) the remaining ſum of 
7 712 723 1. ſterling, will ſhew the exceſs. of the Th Fevanie | 


above that of England. LS HUGE 33:5 os - 
The foregoing ſum of * yas 723 oy tering, arifes from che 4 


Imo, Thoſe ich compoſe the King 5 i revenue; Sa | 
at the peace 1763, amounted to 12.5.46 666 l. ſterling, burdened 
With the 1 of 2 022 222 l. ſterling of intereſt of. the Acne 
charged upon it. | 

Ada, Ihe eee ee taxes eſtabliſhed for a limited nes == 
the peace of AixJa-Chapelle. Theſe amount to 2 326 133 J. and are 
totally appropriated for the payment of capitals, and intereſt upon 
them, incurred during the late wars, according to the principles. 
of public credit in practice in England, during the reign, of 
K. William and Q. Anne: and ſo ſoon. as this fund has cleared 
the charges upon it, it is to IS permanent branch of 
revenue. £2293 iced 291 o Aion llive or Tos 

ztio, The 1 revenue raiſed on account of the laſt war. 
This amounts to 3 052 923 T ſterling, and confiſts of the ſecond and 
third twentieth penny, granted for à very Hmited time, and appto- 
priated, as che former branch, for dchagg the debts lately con- 

OY 6 tracted. 
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nated, The futn ef thefe three! brunches made the total of the 


17 925723 K Paid in o me kx deu and burdened with an ; 


2 —— S- TI hagtstl: bagkgadi lo nne 
"If we therefore ſirppoſethhe'two dun branches oF: French venue 


to be continued until all the debes charged upon them are paid, 
then we ſhall find the ſtate of that kingdom reduced to the King's 
ordinary revenue of 12 546 666 „,; from which however muſt be 

deducted at leaſt one half of the capitation. This half amounts 
to 1 182 222 U. ſterling, and is ſo burdenſome, that irs continuance 
will be impoſſible. The revenue therefore will be reduced to 


11 364 444 J. fterling, charged with 2 022 454 l. ſterling, intereſt of 


debts; of which indeed 711711 J. are annuities nm 12 


muſt therefore be extinguiſnhed in time. 


According to this view, the revenue of France will be 11 en : 


ſterling, charged with the annual payment of 2 022/222 J. intereſt 


of debts : and the revenue of Great Britain is 10 213 000 I: . 


with the annual ſum of 4 860 000 J. tereſt of debts. 


What remains free for France 1s "WON 222 . u 


England, 5 3553 C 0 
But out of this free revenue of France W be deducted the "IM 

manent artieles of expence charged upon the ordinary revenue, 

excluſive of the intereſt of debts already deducted. Theſe articles 


amount to the ſum of 8 468 889 J. 'which being deducted from 


9342 222 J. leaves a free balance of no more than 873 333 . 


On the other hand, if we ſuppoſe the net amount of the revenue 


of Great Britain, after paying the intereſt of its debts, to be, as 
above, 5 353 C und if the expence of the current ſervico of tlie 
year, including che cv il i; be ſuppoſed to amount to 4800 080 N 
ſterling, as it nearly; did, before the commencement of en n 


there will remain of free balance 553 000 /. * yy 
Ag el 3d; 0 no no batter 21nvvotytEnibrogted oft fois 


Hur if the current annval expence hould,povcenceed 3 boo 09a ot 4489 9997 
including the civil, ſh, which, is nearly the Preſent eſtimate, e may the eg ach 


196 9997 
fi ance, ate i a O00. in round f n 8. 
499 O00 l. LL aug nd ſta 9959 IST 1. MCTTO! urpbers : Diet 
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From all which we may conclude, that, abſtracting from extra- 


ordinary ſupplies for extraordinary exigencies, the revenue of both 


nations is pretty nearly in proportion to their current expence; and, 


 4herefore; their reſpective . m. will be 


in proportion to their credit at the time. 
„ CHar. VII. In comparing the credit of —— ene xwo 
things enter into conſideration. Firſt, the confidence of the world, 
an the ſolidity of their reſpective; public faith. This I, take to he | 


totally in favour of the Britiſh nation. The ſecond, is, che ſolidity 


and extent of the funds, which are to be provided in ſecurity; of 
the ſums to be borrowed upon future emergencies. Theſe re- 


ſources, in France, e have ſeen to conſiſt in their dixiemes, ving- 


tiemes, double capitation, and extraordinary impoſitions upon tlie 
clergy, and other bodies politic; taxes ſo, burdenſome in their na- 
ture, and ſo contrary to the ſpirit of the French nation, that it is 
hardly poſſible they ever can be made fo permanent as to anſwer 
any other purpoſe than a ſhort temporary appropriation. 

Ihe true reſources of Erance are conſined to thoſe taxes upon 
conſumption above enumerated, which do not enter into the ordi- 


naxy revenue, and hichꝭ are now impoſed and appropriated only 


for a time. When theſe taxes become free, they may no doubt be 
xendered perpetual, and appropriated for a future fund of credit. 
On the ſide of Great Britain, the caſe is different. The greateſt 


part of her, revenue is already perpetual;; and the only two 
hranches of annual grants, the land-tax and malt: duty, are not ſo 
exceſlively, burdenſome, nor ſo repugnant to the genius of the 
people, as to render. the raiſing of; them at all precarious. And 


were this nation once to adopt the ſyſtem of qaiſing money, in 
time of peace, ſuſſicient to defray the; cluu ges of government, the 


ſinking fund would prove a reſource for tlie future, far above any 
thing chat France can bpaſt of. e ene ee e, 


enen VH. Tlavingeby this ſhorpflctoliofi the tare : iti in 


Seat Britain andorancu, prepated a furt ot canvats br our fur. 


mer reaſoning, proceed to apply principles 10 ſome combinations; 
T's n mm oa M lch 
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_ whictymight I ů— _ an ___ 
credit. Hagis rüunboenn 3 $01 

4 — clic is uſed e money * ſent 
abroad, either a ſupply of currency muſt be provided for filling up 
the void, or alienation, trade, induſtry, &. muſt ſuffer a check. 
And even if money ſhould be borrowed to be ſpent at home, an 
additional quantity of it muſt be added to eee i becauſe aue 
men of the ſtate will require it. 

Every fund of property may be cee bat money, with the 
| uitiftance of: credit, providing the ſtateſman lends his hand to the 
operation: and the fundamental principle for ſupporting credit of 
all kinds, is, to provide —_— one ow —_ who BAY uy | 
to pledge for it. 

When money is borrowed 87 a 40 to . Abou the loan 
muſt either be made in coin, or in paper. If in the firſt, it is ex- 
ported; becauſe coin is the money of the world: if in paper, it 
muſt either be converted into coin, and exported, or it muſt be re- 
mitted by bills, drawn upon countries, debtors to England, for ex- 
ample; or, in the laſt place, it muſt be paid in the way of credit, 
by conſtituting England debtor to the Continent for it. When it is 
paid by bills drawn upon countries, debtors to England, then the 
conſequence of ſuch a loan is to convert tthe er nega be trade into 
a capital in the public funds. 11 
In whatever way money is borrowed "2 a dune ! from | 
natives, or foreigners, the conſequences are the ſame. ' The opera- 
tion of a favourable balance of trade will transfer what is owirig 
to foreigners in favour of natives; and a wrong balance of trade 
will. transfer the property of natives to foreignerrs. 

If no check he put to the augmentation of public debts, if they 
be allowed conſtantly: to accumulate, and if the ſpirit of a nation 
can patiently ſubmit to the natural conſequences of ſuch a plan, 
it muſt end in chis, that all perty, that is income, will be ſwal- 
lowed up by taxes; and theſe will he transferred to the men 
the ſtate retaining the adminiſtration of the revenue. | 

Vol. I. M m m m -* The 
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national income as the body of proprietors. This income will con 
nue the ſame, and the real propxietors will pay the taxes im- 
poſed; which may be mortgaged again to a ne ſet af men, ho 
will retain the denomination of creditors; until by fWallowing up 
the former, they, {hp into cheir plates, and become the body of 
proprietors in their turn, and thus perpetuate the circle. n AR 
Cu ar. IX. But as a thouſand aceidents may put an end ee 
eredit, before ſuch intricate revolut ions can be accompliſhed, the 
conſequence muſt he a bankruptcy. This may either happen byfa 
deliberate: act of government, or from che nn ne 
proceeding from an over: ſtretched credit. $7 034 106 183 
I here endeavour to ſhew, that it is impollible ae ne en 
of eircumſtances, in which a deliberate act of bankruptcy can be 
a prudent meaſure. The only end that could be propoſed to be 
attained thereby, would be, to relieve thofe who are oppreſſed by: 
taxes. But a ſudden abolition of taxes would have the eſſect of 
ruining the landed intereſt, as well as all the manufacturing claſ- 
ſes. Sudden revolutions; are conſtantly pernicious; and no revolu- 
tion can be ſo ſudden as that of a bankruptcy. If ſuch a revolu- 
tion ſhould happen, from circumſtances which can neither be 
foreſeen or prevented, the beſt expedient would {till be, to adhere; 
| as much as poſſible, to the faith of public engagements ; becauſe 
noiexpedientwould be ſo eue of _ ae in unn 
a calamitous ſituation. 

While the debts of a nation are an to its Gubiets,. and Set 
there remains any balance due in favour of che nation, no increaſe 
of debts can neceſſuriiy bring on a bankruptcy. It is a, contradiction 
to ſuppoſe that a nation can become bankrupt to itſelf. But when, 
on the general ſtate of payments between a nation and the world; 
there is found an annual balance due, which cannot be compen- 
fared either in the way of payment, or en 1 n nnen 
A unn elt 
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From this reaſoning we may conclüde, that the method of de- 


termining the exact extent of public credit, is to keep a watchful eye 
upon the increaſe of debts due to foreigners, and to compare theſe 
with the favourable balance upon the trade of the nation: When 
thoſe debts and this balance begin to draw near to an equality, if 
part of the capital of the publie debts be not immediately paid off, 
by an augmentation upon eee the infallible con- 
ſequence will be a ſtate-bankruptey. » + | 
-/CHap..X.. The firſt requiſite: for contractinę N to 
eſtabliſh a fund for fulfilling public engagements. This procures 
the confidence of the lender. The next is; to eftabliſh an exten- 
ſive plan of. credit at home, which egen be enn all times 
to keep circulation full. . 
When, from the effects of e too e ee 8 . 
time to time, drawn out of circulation, the void muſt ſpeedily be 
filled up. If chis be neglected, taxes will not be paid, as has been 
often obſerved: beſides, if money be allowed to become too ſcarce, 
in proportion to the demand for it, intereſt will rife, and borrow- 
ing will become ene more 653 to the fate: 1 in 
general. „ 
Foreign en nam nee as ee of eee at 
home: hence a multitude of inconveniences ariſe. Jo pre- 
vent theſe, I ſuggeſt a new ſcheme of borrowing, by opening 
ſubſcriptions in foreign countries where the intereſt is annually 
to be paid. This being to be remitted by the country borrowing, 
a ſtateſman may, with the greater eaſe, obviate the mconveniences 
which might ariſe to cireulation from ſuch remittances. | 
In this chapter, 1 endeavour to prove by new argumente And 
illuſtrations, that national diſtrefs is more owing to a ſcanty circu- 
lation, than to circumſeribed property; anda ſtateſman who ne- 
glects to employ every method for keeping up the cireulating equi» 
valent within the ſtate he governs, to the full proportion of all the 
| oy found for it, fails in the moſt eſſential nes promoting 
M mm m 2 = he 
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the proſperity of his Pepin, and the eſtabliſhment of his own 
credit. 

Having pointed out the; methods of contracting debes, 1 proceed 
to the method of paying them. This may be accompliſhed in ſix 
different ways, by the help of a ſinking fund; which, = 

mo, May be applied annually, to the diſcharge of certain capi- 
tals, at the option of the ſtate. Or, 

2do, According to a certain rule, to determine the nin 


3ttio, By appropriating the fund, for the payment of a propor- | 
—_— part of the Whole outſtanding capital. Or, X A. 


410, By reducing the intereſt of the capitals. Or I") 269, 

5to, By converting the whole of the capitals 150 determinate 
annuities, proportionate to the extent of the ſinking fund. Or, 
Sto, By the means of — where the ſtate n e NE: 
pameſters are willing to loſe, . 

I point out the ee and inconveniences of every gam 


he firſt five expedients are too plain to require a recapitulation. 


The ſixth amounts briefly to a ſuppoſition, that the intereſt of the 
public debts is brought, by a proper chain of adminiſtration, to a 
lower rate than in any other part of Europe. In this ſituation, acei- 


dental circumſtances will occaſion (as at preſent) fluctuations in 


the price of the ſtocks. When they fall below par, let govern- 
ment open ſubſcriptions for lotteries, to be paid in ſtock at the 
market price. Subſcriptions. alſo might be opened, and the old 
capitals might be received at the market price, and eonſtituted 
a- new at the current intereſt, with a ſmall premium above the rate 
at the time. By ſuch means, the ſum of the old capitals would be re- 
duced, and a ſmall benefit would accrue to the ſubſcribers: '' Then, 
upon the rife of the ſtocks, the intereſt on theſe ſubſcriptions 
might be reduced again; from which a double benefit would re- 
ſult ; the price of ſtocks would be ſupported on one hand, vert aN 


| . er of the public debts Would be nen * 1 
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1 TAVING already explained the effect; of taxes: upon 

domeſtic; circulation; it now remains to inveſtigate 
av principles by which _ Are to en on 3 proper 
objects. 
CAP. I. I Seide n taxes into „ mh alfeR b5 250g 
tion, or, more properly, what may be called expence ; cumulative, 
which affect property; and perſonal, which conſiſt in . or 
vice. Theſe J explain by giving examples of each. 1170 = 
\ Chae, II. Proportional taxes may be ſo impoſed as to affect 1 i 
almoſt every expence of living; and as all expence ſhould ariſe \ 
from income, not from ſtock, the firſt principle of taxation, is, to 1 


confine all impoſitions to income only: Whatever affects a capital is 
oppreſſive and unjuſt. But as in all. expence there is alienation, ; 
although in all alienation expence is not implied, the beſt method | 3 
to avoid the miſtake of taxing ſtock inſtead of income, is, to im- = | . 
poſe the tax in ſuch a manner as to affect the conſumers only; in | | 
which caſe, whoever buys to fell again will draw the tax com- [ 
plerely back. 
Cn. III. In this chapter, fully explain me operation of draw- 1 
ing back proportional taxes. 151190 | | 
When the commodities, charged with ſuch taxes are - = 1 
conſumed by purchaſers, or by the induſtrious claſſes, they are | 
conſtantly drawn back, except ſo far me ee | | 
che latter is an article of. ſuperſſuity - b ods 3D 21 | | 
Hence I conclude, that the price of 25. is "bs by propor- | 
Gonal — in proportion to induſtry only, though the price of | ; 
the l 
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me commodity taxed be taiſed in proportion to che tax. Oonfequetuy; 
the more taxes are found to increaſe the price of labour, the more 
Ve may conclude in favour of the induſtry of the manufacturing 
_ claſſes: and the more they bring into the exchequer, the more we 

may conclude in favour: of the eaſe NIE of thoſe 1 con- 
ſume the objects of ſuch take. Te 

Cray. IV. The proper object of cumulative taxes, 18 thb FIR 
poſſeſſions of the higher claſſes of a-people, which can bear a dimi- 
nution in favour of the ſtate, without danger of encroaching upon 
their neceflary or eaſy ſubſiſtence. It is not ſo when they are laid 
upon the lower claſſes; becauſe theſe are either compoſed of the 
induſtrious, or of beggars. The firſt ſhould be enabled to dra 
back from the rich, what they advance for the public ſervice. The 
latter have nothing to give; to tax them is but adding to mn mi- 
ſery, without relieving the wants of the ſtate. | 


The great advantages of ee pepe taxes over the cumulative 
muy de reduced to three. 


© Tho, The proportion berween the tax and the object taxed is de. 
terminate. 


"24, The proportion may be known to every body. 


. Ztio, The time of paying the tax is regular and gradual ; becauſe 
in paying for the commodity you pay for the tax, and your liberty, 
in buying ſuch commodities is unreſtrained; conſequently, the 
expence is ſuppoſed to be in proportion to what your income can, 
afford. Whereas in the cumulative taxes, it is, firſt, hardly poſſible 
to preſerve the proportion between the tax and the eaſe of a per- 
ſon's circumſtances. In the ſecond place, f it is impoſlible for the 
ſtate to aſcertain exactly that proportion. Andi in the laſt place, the 
demand for the tax is made at a time when A sul are often un- 
prepared. 3 


— 5 þ 
« 


1 9111 fl , * 115 


414 


tional nts are, & That 3 raiſe prices: 2. > Rs ron 
tion: and 3. That they are oppreſſive and expenſive 3 in the collection. 
$4. 1 ET | | | Thel 
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Theſe inconveniences are mee en Will gere = 


from what follows. 1117? Sant OF 

ke, eee Ry rightly impoſed; nn Jevied, 
| 6 the price: of the objects taxed; but it will 
only conſequentially raiſe the price of the labour of the iuduſtrious 


man who pays it; becauſe he will n it back in Pas wy, _ | 


to his diligence, and frugality. Ia 
The price of labour is __—_ by demand, and; 18  infcnced only 
by proportional taxes. h 46067 11 
1,240, As to 3 eee if t taxes raiſe Srives, . 
eircumſtance proves the increaſe of conſumption; becauſe if con- 
ſumption were to diminiſh, taxes would not be paid, and prices 
Vvould fall of courſe, even to the detriment of the induſtrious. 
Theſe are always the INS of- eee Ne, when 
wrong impoſed. _ N 
..3tio, As to the expence ms rm in pens Nee theſe 
inconveniences are, in a great meaſure, in proportion to the diſpo- 
ſition af the people to defraud the public: for when they are fairly 


paid, and honeſtly collected, proportional taxes are little more ex. 
penſive, and inſinitely leſs oppreſſive than any other. I conclude 


my chapter by ſome obſervations drawn from the practice of dif- 
ferent countries, which point out a method of avoiding borh the 
oppreſſion and the expence of levying proportional tares. 
Cnar. VI. All taxes are paid out of the circulating money of 4 
country; conſequently, they cannot exceed a certain proportion of 
that fum. It is not, therefore, from the value of the property, or 
the quantity of conſumption, that any one can form a gueſs of the 
probable amount of taxes, ſo much as from pt and expedi- 
tious circulation, which facilitates alienation and ſale, | 2a 
Were taxes, indeed, paid in kind, they might bear a proportion to 


fruits and labour; but then they would diminiſh the fund of fb 


kſtence: whereas they now draw a ſhare of that quantity of money 
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The great di ace ulative and proportional taxes, 
conſiſts in this. That in the fir, he who pays them cannot draw 
them back in proportion to his induſtry; in the laſt, he may: but 
ſo far as any one of an induſtrious claſs proves idle or extravagant, 
every proportional tax will affect his daily. profits, as every cumu- 
lative tax will affect the income of a fund already acquired. This 
deduction of principles is of great uſe in impoſing taxes; becauſe 
it points out the method of giving to many cumulative taxes 
uſually impoſed on the lower claſſes, all the e of thoſe of 
the proportional kind. 

CHae, VII. Taxes ought to be ad for aha benefit of the 
public, not of private people:. and while that object is fulfilled, 
taxes are beneficial in every reſpet. When they are properly 
levied, they only abridge unneceſlary private expence: when they 
are properly applicd by the ſtate, they advance improvement every 
where; and thoſe who have fortunes already acquired, will be 
brought to contribute to the eaſe of the lower claſſes. 

Thus by the help of cumulative and Proportional taxes, e 
hater fy and rightly expended, circulation is greatly increaſed ; 
induſtry is advanced; the public good is augmented, not dimi- 
niſhed; and the burden of payments becomes ſo equally propor- 
tioned, as not to be felt in any degree ſufficient to overbalance the 
advantages reſulting from the general ſyſtem. | 

Cuar. VIII. Having ſaid that cumulative taxes affect the income 
of tunds already acquired, I obſerve, that. this income proceeds 
from moveable or immoveable property. The firſt of which will 
conſtantly avoid the graſp of every ſtateſman who attempts to lay 
a tax upen it. Cumulative taxes, therefore, if carried to their ut- 
moſt extent, may abforb the whole income of immoveable property; 
but of that only. 

Proportional taxes, again, have been 3 to aſſect Fs ſuperfluity 
of thoſe who conſume. the objects of them; conſequently, if every. 
thing which is conſumed were firſt to ſuffer an alienation for mo- 
ney, a proportional tax might be impoſed upon it. 


The 


— 
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- The method, therefore, of carry | onal--taxes to their 
utmoſt extent, is, to draw to market — z and 
inſenfibly to raiſe the tax upon it, ſo high as to abſorb, as 2 
1 the whole ſuperfluity of the conſumers. 

Taxes being carried to that height, the” ſtate will e pro- 
prietors of the whole income of the immoveable funds, and the 
induſtrious claſſes alone will 1 . wealth, in proportion 
to their frugality. 
From this general enn it ener ee the eſtabliſiment 

of proportional taxes, conſumption is requiſite, together with alie- 
nation; conſequently, where alienation takes place without con- 
fumption, as in the ſale of lands, and other immoveable ſubjects, a 
proportional tax cannot be, properly, unpoſed. And alfo where con- 
fumption takes place without alienation, as when the fruits of the 
earth are conſumed by thoſe who' raiſe them, proportional taxes 
cannot, with any propriety, be levied. Farther, | | 

As taxes do not bear a proportion to effects, but to circulation, it 
follows, that they can only be raiſed, properly, upon alienation by 
fale. Many examples however may be found of proportional raxes; 
impoſed in different countries, where neither ſale or even alienas 
tion takes place. Theſe I obferve to be the worſt kind of propor- 
tional taxes, and the moſt oppreſlive to thoſe who pay them. 

From the principle that taxes are in proportion to circulation, and 
not in proportion to conſumption, we difcover the reaſon why of 
old they were ſo difficult to be raiſed. Conſumption then went on 
as now, in many reſpects, in proportion to the number of inhabi- 
tants; but circulation, that is, alienation by 2 bore no propor- 
tion to it. 

The effe&t of every increaſe in circulation is to ſwell the amount 
of taxes; and when they are extenſively impoſed in a country of 
induftry, the whole currency is thereby made to flow through the 
coffers of the public, as the blood of the human body flows through | 
he heart, and is by that diffuſed through every member. WW 
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AX. TLnem examant gie Sonſequenges of ac total abglition 
of 'taxes;/ the better to dieb yer che effeRs which ſuch an alteration 
would produoe, tfirft; upon the. proſperityof the whole community 
and next, upon that o the: ingipel alaſſes f, inhabitants, which 
eommpoſe-it.c»Theſe>lneduceterthraesy io bun - 2bivorq AIST 

ne, Thoſe wo adminiſter government e 6 Re 
tained from the amount of taxes. 10 Strioont „dm gaitfglte voigib 


An abolition of them, With reſpect to this numerous clas, wanid 


draw conſequences along witho it direct deſtructiye to their inte- 
Feſt; and, conſequently,qprejudicial co that of. all, the induſtriou 
claſſes who fupply their confumptieny pom . 
2d, With reſpect to the ſecond claſs, which I ſuppoſe to be com · 
poſed of the induſtrious part of che people, I obſerve, that an 
abolition of taxes muſt proportionally imply a diminution of cir- 


culation; this would produce a proportional diminution upon 


alienation; conſequently, would interrupt the induſtry of many, 


and thereby throw them into a hurtful competition among them 
ſelyes for ſubſiſtence . And as it has been proved, that the induſtrious 
claſſes. pay no taxes as matters ſtand, providing they be diligent 
and frugal, they conſequently would gain nothing, and muſt oe 
e deal by the abolition of them. 

tio, In the third claſs I comprehend thofe whom we — hitherto 
Ant as the opulent and idle conſumers, | of this, category t the | 
propbietors-of; land form a. conſiderable branch. They, we have 
ſaid, draw back no part, either of the cumulative or. Proportional 
taxes, which affect, them; but although they be deprived of that 
immediate indemniſication, competent to the induſtrious, they 
reap, in another ay, advantages which more than compenſate ; all 
the burden laid upon them. Theſe, proceed from the conſequences 


of that ſpirit of induſtry which is diffuſed over the whole people; 
in conſequence of which, | their, lands, are improved, the produce of 


them is readily difpated; f, and, what Proves; ſuperfluous for do- 


meſtic conſumption; meats with ageady market abroad, and Peres 


£16 the value of all doe, WAS the country. | 
1 IA | Th 
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OH ky be aſked, then where the burders of takes falls, ſince 
Every claſs of itthabitants ſeems to gain ſome advantage by them 
Xx atifwer, that they imply no burden when rightly impoſed: The 
3 ration of induſtry, in ctiſequencb of the increaſe of circu- 
lation, provides a fund of wel employed time, which, converted 
id money, is more than ſuffirient to pay all the ta res not imme- 
diately affecting the income of folid' property and the conſtant 
improvement of this, in eonſequence of the eee is more than 
fufficient to indemnify the land- proprietors. SHUI ih 
Fakes, in this light, reſemble the experice e upon new 
eſtabliſhments for improvement; becauſe in their conſequences 
they augment the proſperity and eaſe of the whole people, not by 
being levied, but by being Thi applied, NOONE er 
in the next chapter. e emden un Oels 
Cn. X. Here I examine whether eaxes bea be oda as 
ſome pretend. 9185 | ( 
The doubt concerning this point has Arten FR n Ss 
erience has ſhewn, that nations become induſtrious in propor- 


- tion to the taxes they pay. It is not very evident, that the! pajinene 


of a tax by any perſon ſhould enable him to diſcharge it with move 


facility, unleſs it be from the profit he reaps in drawing it hack 


from others, with an additional profit to himſelf. But it is pal- 


pable that the amount of taxes being properly expended by à ſtate, 


will increaſe circulation, a au * freſh e e ere, to e 2-406 
of every kind. : | | tb hit! 


48 cloſe this chapter with a ſhort repreſentation of ahi nature of 
ancient and modern circulation; accompanied with: obſervations 


Upon their reſpective effects in rendring mankind induſtrious. 
'Cnav. XI. of Al cumulative taxes, that laid upon land- property 


produces the greateſt amount, with the leaſt oppre ſſion to the con- 


tributors. This leads te into a particular inquiry into the nature 
of the land-tax, as it is eſtablithed in Great Britain, and in France. 
T0 render à land. tax equal and eafly born; the impoſition ought 


10 be preccede ed by a fair valuation of every article of revenue 
A intended 


1h 
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intended to be tared, And flo oe intome hut that procceding from 
a immoveable fund r property, ought to-be affetted by it. From 


Mis 1 am 'e4't6/Giftpprove of the: method-of aſſeſſi at elabliſhed- 
in England by the 1666000; and alfich®)blonding a tax upon ſolid 
property; wwithvan equal impotiom upon perſonal eſtares, which we 


Ave ſhie wn ta be vf a nature intompatible wah cumulative taxation. 


le defects of this kind of impoſition in France (where it is called 
the ue) ate different. There the rents of lands, Which arefthe 
proper object of every land-tax, ane frequently withdrawn from 
che infſuerice of it; in conſequence of the privileges enjoyed 
by the higher claſſes, which are exempted from the zaille. The con- 
ſequence is, mat the French land-tax falls upon that part ol the 


Iswer claſſes Hi . the ſoil. eee 


this proceeds a double inconvenience. VU 


If thoſe 'who'cultivace are proprietors, er portions are, prone 
monly, very ſmall, and a land-tax which would be light to a con- 
ſiderable proprietor, is quite intolerable to thoſe who draw little 
more from their portion than what is neceſſary for their own ſub- 
ſiſtence. If thoſe who cultivate are leſſees to the more conſiderable 
proprietors,” the burden falis upon them independently of the t 
rent, Which ought naturally to bear it. | 

As a proof that this is a true repreſentation of the matter, 1 re- 6 
view the Marechal de Vauban's ſcheme for new modelling the 
fyſtem of French taxation: and from the intolerable oppreſſion 
which would follow the execution of it, we may judge of the pre- 


ſent ſtate of taxes in a nation where that ſcheme was intended as a 
conſiderable alle viation of their burden. 


Nothing but the eſtabliſhment of induſtry and ertenſiye credit 
with a ſubſtitution of proportional taxes, inſtead of the many cumu- 
lative ones, impoſed on the lower claſſes in France, can ever 
duce a e 6 in a peying the conſiderable impoſitions laid upon thay 
nation. X81 IIS 2111 37 o) oi ho[ >: : 5 * 

cur. XII. The moſt proper method of ; impoſing ee is, 
without doubr, to conſine the K to the rent of lands only, 


and 


Quan, Kw. 190 0 dere, 
tan. | eck beg 5 


prietor de dp hs ab bag 
| has never been able to eſtabliſh a tax upon the rent of lands, for 
any longer duration than that of a foreign war. In neighbouring 
nation, it has now been eſtabliſhed for che part of a cen 
tury. Were it there to become perpetual, it might de converted 
| into a new domain, or it might prove à fund e een at 
_ x very great part of the national deb. 
When taxes are impoſed, it is of great n fabliſh 
a right adminiſtration of them. The eaſieſt, method for a Rate, is 
to give them in farm; and this was the general practice every 
vrhere, on the firſt e be waer . Ae no n 
rule can be laid doẽmn. 7 
cCumulative taxes are better admainiſtred _s ————_— — 
let out in farm. The operation of levying them is ſimple; but 
when they are farmed, the lower claſſes of the people are apt to 
be oppreſſed. When farms are properly eſtabliſhed, an open ma- 
nagement of them is abſolutely requifite: from this new improve- 
ments naturally ariſe, which give to the farm almoſt every advan- 
tage of the management by commiſſioners. This improvement. 
is, to divide the profits upon the farm between the ſtate; and the 
farmers: a plan put in execution in France not many years ago. 
No queſtion Whatever appears more difficult to reſolve, than that 
of aſcertaining tlie fund out of which taxes ought to be paid. 
Through the whole courſe of this inquiry, L have endeavoured to 
ſhew, that the real fund of taxes is the money circulating. among 
the inhabitants, either in conſequence of ſale, or of payments. In 
order to expoſe this queſtion in a new light, I have commented 
upon two paſſages of Davenant, where he eſtimates this fund from 
the quantity of national conſumption. of gaiysg i ritt © 
From this he is led to compute the yearly nana expence of 
every man in England at 8'4erling;; when; perhaps the circula- 
tion of money threugli che hands of many may not be twenty ſhil- 
lings: 
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lings: whereas, according to my theory, it is theſe twenty ſhillings 


only that can be laid under any taxation whatever. 

I thought this method of comparing the reſult of Davenant's 
reaſoning with mine, might better ſerve to "Sport the latter than 
any other I could contrive. 

The laſt queſtion propoſed in this Danes is no more than a hint 
to ſhew, that a propartional tax, laid upon meat and drink, 1s the 
moſt proper equivalent for a land-tax; becauſe thoſe who purchaſe 
their ſubſiſtence with money are, according to the principles of the 
firſt book, thoſe who conſume that part of the fruits of the earth 
which is equivalent to the land rent. If this be arbitrarily laid 
under an impoſition, by a pound rate, or otherwiſe, the proper 


drawback, if any be allowed, ſhould be from a tax laid upon thoſe 


who conſume that part of the carth's produce which belongs to 
the landlords. | 

I have now concluded * inquiry, according to the plan I at 
firſt propoſed. It is the fruit of cighteen years cloſe, though agree- 
able application ; interrupted only by many intervals of bad health, 
and many ſtrokes of adverſe fortune. 

It never was, till lately, my intention to offer to the hit | 
during my life, what I had compoſed purely for my own inſtruc- - 
tion and amuſement. But upon comparing my ſentiments in ſe- 
veral points with thoſe of the generality of my friends, they have 
been found ſo widely different, that I was thought in duty bound 
to my country, to ſubmit them to the criticiſm of the public. 

I0o this I have the more willingly ſubmitted, as I thereby ſhall 
purſue my firſt intention in taking my pen; which was, to clear 
up my ideas on this ſubject. And ſince I can now draw no farther 
knowlege from my own inquiries, I muſt expect it from the criti- 


ciſms of thoſe who may think it worth their while to animadvert 
upon my notions. 
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Shewing the Quantity of Fine Metal contained in them. 


The number of ws of fine meta in every coin is ſought for in the regulations of the mint of the country where it is s coined, and is expreſſed in the graing 
| in uſe in that mint: from that weight it is converted into thoſe of other countries, according to the following proportions : 


#40 Trop and 4676.35 Paris-grains, 5192.8 Holland-aces or grains, and 4649.06 Colonĩa- grains, are ſuppoſed to be equal weights ; and the coins in 
the mite are converted according to thoſe proportions, | 


Gold Coins. 


Table of Coins, reduced to Grains of fine Metal, according to the Nan, 


Paris, Colonia, and * 
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f A Guinea by ſlatute - — — — 
| 2 A Crown by ftatute - - - - POR 
3 A Shilling by ſtatute - = - 
. | 4 A Silver Pound ſterling by ſtatute 1651 - — 
'Z | 5 A Gold Pound ſterling by ſtatute 172838 - — 
G | 6 A Silver Pound ſterling in currency = 4? lib. troy —— 
4 7 A Silver Pound ſterl. at the proportion of. gold to filver as 1 0 14 
S 8 A Gold Pound ſterling at the ſame proportion of 1 to 1 - 
& | 9 A Pound ſterling at the mean proportion in gold and in - 
* 10 A Shilling current of a pound troy - - 
11 A Guinea in ſilver, or 21 ſhillings ſtandard weight - - 
12 A Guinea at the proportion of 1 to 14 |, worth in filver = 
i 15 A Pound troy, or 12 ounces Engliſh weight * - 
CA Louis d'or — — a 8 > 
133 [ 2 A Crown of fix livres — - - - 
= | 3 A Crown of ns: ditto - 8 - W 
G | 4 A Livre — 3 — - 
5 ) 5 A Louis d'or, or 24 livres in ſilver = . 
— [ 6 A Marc of Paris weight, fine gold or ſilver . - 
* | 7 -A Marc of go old coin effetive weight, in fine - - 
8 A Marc of ſilver coin effective weight, in fine 'n - 
„ { 1 A Carolin legal weight . — — 
.* | 2 A Ducat of the Empire ditto o - - 
G | 3 A Florin of Convention - "IE - - 
£4 4 A Dollar of Convention . 
E | 5 A Dollarof Exchange, the Carolin = =9 flor. = kreutzers . 
8 | 6 A Florin current = yr of a Carolin — 
( A Carolin in Silver at the proportion of 1 to 14 1 — — 
8 | . 
'S | 1 A Dutch Ducat . 3 — - » 
hs 2 A Florin in filver „ 2 - 
8 : 
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Troy. 


118.651 
113. 
113. 
118.4 


1 15:369 


Paris. 


144-46 


137-61 


137.61 
144.18 
140.98 


7019.2 
137-94 


3 4138.5 


| 


Colonia. 


143.6; 
136.8 
136.8 
143.34 
140.1 


. [5116.9 


Holland. 


160.45 


152.8 


152.8 
160,11 


156.5 5 
7789-2 
153.17 


4593-4 


156.13 
71.48 
14.2 
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Silver Coins. 
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149. 


Paris. 


104.05 
2093. 


1996.4 
1995˙3 
2093. 
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93.8 
2197.6 


2095.1 


499-22 
249.61 


83.23 
1996.9 
14608. 


4143-4 


218.87 
328.31 


2038.6 


180.3 


C3348: - 


5 20.2 


104. 


2080.8 


1984.7 
1983.7 
2080.8 
2032.2 
99. 
2184.8 
2082. 8 


496-3 
248.15 


82.74 
1985.2 
4581.1 


4119-2 


217.6 
320.4 


2026.8 


179.2 


Colonia. 


1 


Holland. 


— — 


581. 
116.2 


2324.1 


2216. 
2215.7 
2324.1 
2269.9 
110.82 
2440.3 
2326.4 


15543 


277-8 
92.42 

2217.4 
5116.9 


46.9 


243. 
304-5 


2263.8 


200.23 
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the ancients and moderns, II. 558. 9 + 
48. 


Deſcribed as under a feudal government, id. 
51. In what reſpects advantageous to a coun- 
try, id. 55. See Corporations, 

Claſſes of mankind, the advantages of calcula- 
tions and bills of mortality diſtinguiſhing 
them, I. 72. 

ain, new regulations for, propoſed, I. 634. 
The term defined, II. 46. What the beft 
form to be given to it, id. 67. Difference 


between, and medals, 2d. 67. Gold, ſilver, 


and copper, remarks on, id. 68. Never 
found to exceed the uſes of circulation, 7. 
112. How the obligation of banks to pay in, 
aroſe, and the conſequences of that obliga- 
tion, id. 157. French, account of its vari- 
ation about the time of the death of Louis 

XIV. id. 236. See Money, | 
Coinoge, duty on, II. 2. Its firſt introduction 
_ mult reduce the prices of commodities, id. 
3. Conſequences of the excluſive. privilege 
of, id. 4. The price of, ia France, id. 17. 
How the paying for, affects the profits on 
goods exporied, id. 26, How it affects the 
profits on goods imported, 12. 28, How it 
anfluences the prices of inland commodities, 
id. 33. 


INDEX. 


II. 33. Experiment in propoſed, 4 39. 
. the impoſition of, will affect the ercdi- 
tors of Great Britain, id. 53, Ho it advances 


the credit of France, id. 54. + Whether the 


impoſition of, in England, would not fre- 
quently ſtop the mint, id. 57. When ad- 
viſeable to impoſe a duty on, id. 29. How 


» impoſed, id. 30. By authority, id. 31. By 


2 id. The conſequences, id. ib. 
id. 34. E 
Colbert? Mr. remarks on, I. 67. N 
Cammerce, an examination of the various prin- 
cCiples by which it is regulated, I. 191. 

Commodities, in trade, what conſiderations enter 
into the fixing prices on them, I. 182. Con- 
ſumable, diſtinguiſhed from permanent pro- 
perty, id. 361. By what the prices of them 
are regulated, id. 528. 

niet, mercantile, an inquiry into the ad- 
vantages and diſadvantages of, I. 471. 

Competition, its effect on trade, I. 196. Three 
- queſtions relative to, id. 200. Among na- 
tions, its operation, id. 232. Among work- 
men, the natute of, examined, id. 317. 

Canguerors, why the government of, heavy to 
be borne, I. 10. 

Conſumers and producers, their relation to each 
other, and the political balance between, con- 
-ſidered, I. 264. | 

Conſumption of productions of the earth, the queſ- 

tion whether a frugal or prodigal one, be for 
the advantage of population, argued, I. 141. 

Corn, difference between the price of it being 
lowered by plenty, and by importation, 1. 
292. Expedient propoſed to aſſiſt a people 
during a ſcarcity of, id. 294, 

Corn trad:, general reflexions on, I. 214. On 

exportation and importation of, 14. 230. 

C:rporations, reflexions on, I. 331. Whether 
checks upon induſtry, id. 332. Regulations 
of German ones, id. 333. | | 

C:r/icans, the real ſtate of their conteſt with 

© Genoa, I. 419. i | 
Corvie, in the French revenue, what, II. 

485. n. : | 

Country, the love of, in individuals, how to be 
underſtood, I. 164. 

Courage, where likely and where unlikely to be 
found, I. 452. . 

Cr. dit, a definition of, II. 105, Why ſeldom 
found perfectly ſolid, under a pure monarchy, 
1d. 106. Why that of France is fo fluftuat- 
ing, id. 106. Why that of Great Britain ſo 
well eſtabliſhed, 1. 107. Not yet fixed 


vpon true principles, id. 130. The vatjous 


kinds of, id. 141. Their characteriſtic dit- 

ferences, id. 144. The nature of, examined 

into, I. 305. Its commerciaby advantages, 
VOB. H. . 


MN 
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id. 366. Public, how the internal balance 

of wealth is affected hy it. id. 370. 
Credit, public, brief ſketch of the birth and pro- 
.greſs of, I. 208. The utmolt extent of, 
how to be determined, II. 463. The tife 
and fall of, explained, id. 35r. Of antici- 
pations, or borrowing money upon aſũgn- 
ments of taxes, for the diſcharge of principal 


and intereſt, id. 354. Of France, tate of, 


before the death of Louis XIV. id. 367. 


ihe A compariſon between that of France and 


England, in the times of Richlieu and Dave- 
nant, id. 377. Of Great Britain, the pre- 
ſent ſtate of, id. 3830. 

Credit, private, the ſubdiviſions of, II. 144. 
How to carry, to its greateſt extent, i. 145. 


Credit, debts and taxes, conſequences of the 


change produced in the policy of indultrious 
trading ſtates, by the eſtabliſhment of, II. 441. 

Creditors, the intereſt of, always the predomi- 
nant, and what determines the intereſt of a 
nation, I. 611. Public, the intereſt of, 
examined, 1d. 625. 

Cumulative tax, the term defined, II. 500. See 

ar. 

Crop, plentiful, of Grain in England, inquiry 
what proportion it beats to the annual con- 
ſumption, I. 109. Diffetence between a 
reputed good and bad one, id. 112. 


8 D. 
Davenant, Dr. his correction of Sit William 
Petty's computations, I. 42. His ſcheme ſor 
land and poll taxes to raiſe the government 
ſupplies, inquiry into the expediency of, II. 
62. His reaſons for recommending the 
farming of taxes, id. 581, . 
Debts, public, the various conſequences of, II. 
348. The methods of contracting and pay- 
ing off, id. 455. The two claſſes of, / 
473. The conſequence which would t 
from an imme4tiate diſcharge of them, id. 
474. Of England, at the peace of Ryſwick, 
what, id. 360. Progreſs of, traced, id. 
81, | 
Dinan, a definition of that word, in a com- 
mercial view, I. 172. Higb, and great, 
diſtinguiſhed, id. 188. Diſtinguiſhed from 
competition, id. 197, 487. Ihe different 
acceptations of that word enumetated, id. 484. 
D. mand and work, an inquiry into the cauſes 
which influence an 2!teration of the balance 


between, I. 217. The du'y of a flateſman 


to aſſiſt and permit gentle vibrations between, 
id. 229. 

Demueeracy.. how it differs from monarchy, I. 
242. How they affect trade reſpectively, i. 
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Dejenlance, in ſociety, three kinds af *6iftin- { 


guiiled, I. 538. On.counts, the priuc iples 
on which it ſubſiſta, analized, id. 357 
De: 0.1 tion, the molt effectual cauſes, ofy l, 498. 
Deſertiom, among ſoldiets, the cauſe of, pointed 

out, I. 136. $1 1 50 
Diſeaſes, pulitical, certain ſign of, J. 53 | 
D ſfpaticn,, the benefits of, to induſtry, I. 367. 
Dicuts, examination of the new regulation of, 
n I. 612. e 9x0 
Duet, M. his ſentiments on paper credit with 
reference to the affairs. of France, II. 241, 


245. | 
: E. ; F i 
Edinburgh, hints for. the improvement of the 
banks there, II. 187. | 
England, the idleneſs and luxury of manufac- 


* 


turers, of more prejudice. to its foreign trade, 
than the high taxes, II. 504, | 


England. or France, which the, moſt populous, 


I. 102. 
Equal ty of poſſiſſiens in a flate, the conſequences 
of, examined into, I. 367. 
EJlate, the difference between one near the me- 
tropolis, and one in a remote province, I. 55, 
Evil, no ſuch thing in the univerſe, I. 482. u. 
8 the great revolution in the political 
y em of, and the cauſe to which it is owing, 
« 10. | 
Exceſi, import of that term, I. 308. Diſtin- 
 guiſhed ſtom ſenſuality and luxury, 311. 
Exchange, the beſt meaſure for valuing. cur- 
rency, I. 570. How the courſe of it is re- 
gulated, II. 13, 21. Whether the loſs which 
the courſe of it marks on the trade of Great 
Britain with France, be real or apparent, id. 
25. The fiſt principles of, id. 310. The 
difficulties which occur in paying balances, id. 
315. How theſe payments are effected, id. 


332. The operations of, between London 


and Paris, id. 335. | 
Exchequer, its circulation with the bank, ex- 
_ plained, II. 225. 

Exciſe, the accounts of, how ſettled between 
the exchequer and the bank, II. 226. When 
it firſt took place, d. 362. Its effects at that 
time, id. ib. In what the oppreſſion of levy- 
ing conſiſts, id. 511. Defe&t of, and the il 
eff Qs ariſing, id. 512. Hints for remedying, 
id. 515. | 

4 the word deſined, and the ſenſes in 
which it is uſed, diſtinguiſhed, I. 205. 

Ea por tation, the proper means of encouraging, 

283. Reflections on premiums ſor, id. 
297. What the moſt profitable branches of, 
id. 341. The proper conduct when that of a 
nation is reduced to the articles of natural 


* produce, id. 343. Why thaſe manufacturers 
. wks the pvorelt, of thoſe in, a ftate, 
II. 19. Iheory of the prices, ou articles of, 

14. 11. claxs | 


« a 


; | E, 58 . 

Fall of man, conſequences of, ſhewn, I. 485. 

. Concluſions drawn, on. the ſuppoliuon 

that it had not taken place, id. 76. 

Feudal ſiſlem of go ernment, how deparied 

from in the preſent forms, I. 10. Why taxes 
: a gun under, id. 501. Subordigation: 

of the different ranks under, how founded, id. 
240. Its influence on, trade, id. 245, 

Feu lal governments, three remarkable ſtages, 
through which they have changed to the pre- 
ſent forms, I. 356. 1 

. , hints for the proper eſtabliſhment. of, 

. O. ' 

Fiewri, Cardinal, his experiment to fix the par 
of exchange, II. 340. 

Firgon min;/ters, political hint, as to their ac- 
commodations in the countries where. they 
are ſent to reſide, I, 420. | 

Firejialing, why. a crime, I, 200, 

For ls, whether extended by an increaſe in the 
conſumption af firewood, I. 145. 

Hundling hoſpitals recommended, I. 75, 

Foundlings, opportunity for providing tor, point- 
ed out, I. 287. - 

Farrage, in the French taxes, what, II. 496. . 

France, reſlections on the ſtate of agriculture in, 
I. 141. The progreſs of luxury in, compa» 
tible with the proſperity of her foreign trade, 
ib. 288, The principle on which the 1 ailing 
and finking of the numerary value of. the 
coin there in former times is accounted-for, 
ib, 612. The policy of, with regard to its 
coin, why not eaſily underſtood, II. 32, Re- 
marks on the currency of its coin, 1d. 58. 
Regulations of, wich regard to coin, bullion, 
and plate, id. 70. Price of coinage there 
upon ſilver, id. 71. Ditto upon gold, id. 72, 
Proportion between a French grain weight to 
a grain troy, id. 73. Proportion between 
the louis and the guinea, id. 74, Advantages | 
of the French regulations, id. 75, High * 
yo of bullion at Paris in 1760, id. 76. 

reſent ſtate of the wearing of the French 
ſilver coin, id. 77. Fluftuations of credit 
in, id. 106, Chronological anecdotes of 
banking there, 1d. 250. How its credit was 
deſtroyed in 1720, id. 284, How a bank 
may even now be ſafely efabliſhed there, id. 
289, State of their debts, funds, and appro- 
priations, at the peace of 1763, 1d. 403, 

_ Extent of annual ſupplies of, from 1756 to 

1762, id. 420. Courts of juſtice in, how 
; rendered 


3 q 
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. rendered opprellive, 14. 4 2. U eied of 1 bs 
vying he taxes in, id. . I. rd or 


the taxes impoſed there, explained, 1d. 496, 


501. 3 

Frans and England, which the moſt populous, 
I. 102. | 

Free gifts in France, as impoſed in 1759, II. 


419. K. * . ee 
Freedom of a people, in what it conſiſts, I. 237. 


Frugality, the proper means of preventing che 
ill effects of, when it takes place in a lukuti- 
ous ſtate, I. 281. | | 

Fund, ſinking, the firſt foundation of, II, 385. 


8. ; T7 


Gabelle, in the French taxes, explained, II. 


"Ol, N. 

Cardin, kitchen, why moſt ſtequently found in 
the neighbourhood of cities, I. 139. 

Gee, Mr. remarks on his obſervations on the 
balance of the Engliſh trade, I. 431. 

Germany, Remarks on the ſtate of agriculture 
in, 1.91 


Geverning, in what the art of, conſiſts, I. 12. 
Gevernment, the republican form of, moſt fa- 


vourable to trade and induſtry, I. 242. 

Grain, inquiry into what proportion a plentiful 

crop of, in England, bears to the current an- 
nual conſumption, I. 109. Inquiry into the 
difference between a plentiful year and a year 
of ſcarcity, id. 113. The price of, regulated 
by the abilities of the loweſt claſs of pe-ple 
to purchaſe it, id. 401. The effe&s 
which would reſuſt from preſerving the price 
at ſome uniform ſtandard, II. 509. 

Greece, antient, remark on the diſpropo tion be- 
tween the prices of oeceſiaries, and elegances 
in, I. 403. Accounted for, id. 439. Its 

' treaſures ſuppoſed equal to the mines of the 
new world, id. 437. | 

Guinea and lou, proportion between, II. 74. 

Guineas, an examination into the conſequences 
of bringing down their currency to twenty 
ſhillings, 1. 583. | ok 


Harris, examination of a paſſage in, conceru- 
ing coin, I. 609. | 

Hel:ts, their cruel treatment under the Spartan 
government, I. 254. 

Henry VII. wiſe reg ation of, for the preſerva- 
tion of bullion, II. 327. 3 

Helland, the principles of its conſtitution in- 
quired into, I. 214. Regulations obſerved 


in, with regard to coin and bullion, II. 28. 


Regulations of the Dutch mint, id. 79. How 
they reckon their ſilver ſtandard, 14. ib. Mint 
price of fine ſilver, id. Bo, Price of coinage 


* 


"there, 74.4, Or che Dutch gold coins, 54. i. 


14 4 


Mint price of "fine Gvld, fd. $1." Price of 
coinage upon ducats, id. 82. The rider; id. -- 
ib. Ueſhty of not fixing the denumination of 


ducats, 1d. 8 3. How to find the proportion 
of the metals in the coin of Holand, and a 
wonderful phanomenon it the value of du- 
cat's, 1d." 84. "Quantity of fine ver in a flo- 
rin piece, id. 85. uantity of fine gold in 
a florip of riders, id. Inveſtigation of the 
proportion as to the ducat, id. 1b. Propor- 
tion between the mint weights of Holland, 
England, France, and Germany, id. 85. 
| Defects of the ſilver currency of Holland, id. 
91. Frauds of money-jobbers there, 74. 94. 
Reaſon of the apparent ſcarcity of ſi ver coin 
there, 1d. 96. The great multiplication of 
taxes there, id. 529. 8 
Tlorje;, whether the keeping a ſuperfluous num- 
ber in large cities, a public difadvaniage, I, 
145. | | 
Han? Mr. examination of his doctrine con- 
cerning the influence of riches on the price 
of commodities, I. 398. Concefning the 
balance of trade, id. 416. | 


Jacob the patriarch, an idea of primitive ſociety, 
borrowed from the hiſtory of him and his . 
mily, I. 23. | 

Janizaries, Turkiſh, and the Pretorian cohorts 
of Rome, parallel between, I. 247. 

Idle perſons, the multiplication ot, a load on 
ſociety, I. 61. 

Jews, their law e, to intereſt, II. 112. 
The only money-lenders in Europe, until a 
commercial ſyſtem prevailed, id. 113. 


Tmitati:n, influence ot the taſte for, I. 280. 


Indies, account of the French company of, II. 
247. [ts revenue, id. 257. ; 
Indujtris, in the French taxes, explained, II. 
496. „. Remarks on this tax, id. 498. 
Induftry, an inquiry into the effects of, I. 133. 
a definition of, id. 166. Diflinguiſhed from 
labour, id. ib. Why difficult to introduce - 
in a country where ſlavery is eſtabliſhed, 7d. 
167. Whether the cauſe or the eſſect of 
trade, i4. 170. How it is ſtimulated, id. 193. 
The difference between the progreſs of, in 
antient and modern times, accounted for, id. 
193. Briet ſketch of the progreſs and revo- 
lutions of, id. 207. A ſtrong argument for 
a general exerciſe of, 1d 210. he means 
ot extending liberty to the lowrft denomina- 
tions of a people, 3d. 238. Flourifhes beſt 
under a repub'ican government, id. 242. Ex- 
cluded by the ſyſtem of Lycurfus, 1d. 158. 
The revolution it produces in the wealth of a 
0 00 0 2 : nation, 
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nation, pointed out, id. 452. The proper 
direction ol, hinted, 1d. 457 In what in- 
ſtance it deſtroys ſimplicity of manners, id. 
459. Antient and modern, the difference of, 
ſhewn, I. 462, See Laduſt rie. 
Inhabilants, an examination into that maxim 
which aſſerts the number of, to be the riches 
of a country or tate; I. Go. N 


4 935 en 
Innovations, inconveniences attending, I. 632. 
Intereſt, private, the proper ſpring of action in 
the individuals of a well governed fate, I. 
164. . 
Irtereſt of money, how permitted under the 
Moſaic diſpenſation, II. 112. Wben it ob- 
tained in Europe, id. 113. Upon what prin- 
ciples the rate of, is regulated, id. 115. No 
tatute for regulating in England, before the 
time of Henry VIII. id. 116. Different claſ- 
ſes of borrowers, id. 117. Extortions in, how 
prevented, id. 118. hether in the power 
of the legiſlature to command the rate of, id. 
122. The lowering of, the riſe of land, id. 
123. Proper conduct of a ſtateſman in rela- 
tion to, id. 124. Probable conſequences of 
reducing it below the level of the ſtocks, id. 
125. 
——— on the moſt extenſive foreign commerce, 
id. 129. Whether the rate of, a ſure baro- 
meter of the ſtate of commerce, id. 135. 
Whether it falls in proportion to the increaſe 
of wealth, 14. 139. How affected by the 
manners of a people, id. ib. 

Ireland, the cauſes which influenced Great Bri- 


tain to open her ports for the importation of 


proviſions from, I. 231. 


Thand, the progreſs ol ſociety illuſtrated, in a 
ſuppoled one, I. 128. | 


Kings, their rights not founded on tacit con- 
tracts between them and their people, I. 240. 
In the old feudal ſyſtems, more form, idable 


abroad than at home, id. 35:6. Compared 


With the domeſtic influence of thoſe under 
the preſent commercial ſyſtems, id. 16. 


L. 

Labour, the different obligations to, in antient 
and modern times, I. 59. How the methods 
of, are to be improved, id. 193. 

Land, the diſproportion between the rents of 
arable and paſture, accounted for, I. 43. 
What the general raiſing of rents. of land may 
be ſuppoſed to indicate, id. 45+, Confidera- 
tions on the taxes on, II. 561. No regular 


valuation of, made, ſince . doomiday. book, 


id, 504. The tax on, bow levied, in Eng- 


A low rate moſt eſſential to ſtates car- - 


e molt proper method 


} of int, a tax dy id. 5 00 
Landed iniergſi, ex 1ination into, I. 622. 
ifue 


Landed men, inquiry whether they might not | 
their own notes on the ſecurity of their land, 
without the intervention of a bank, II. 131. 

Landed property, the inconvenience of minute 

ſubdiviſions of, I. 85. Inquiry into the ex- 
pediency of the equal diſtribution of, id. 124. 

Land belder and flickbalder, how comparatively 
affected by taxation, II. 448. 12 

Land tax in Scetland, defe& in, II. 497. 

Lato, Mr. account of the eſtabliſhment of his 
bank, II. 235, 239. | | 

Law, none really inveriable, in any govern- 
ment, I. 7. | | 

1 remajks on the influence of, in luxury, 
I. 280. | 

Liberty, public, in what it is underſtood to con- 
liſt, I. 237. Capab'e of ſubſiſting under de- 
fpotic forms of government, 7d. ib. 

Liberty, univerſal, eſtabliſhed in Europe, and. 
the conſequences of, I. 70. | 

Linen manufacture, by what means it has been 
augmented in Scotland and Ireland, I. 

Loans upon intereſt, if deemed unlawful in a re- 
ligious view, expedient to avoid, I. 370. 

Locke, Mr. miſtake of, corrected, in relation to 
: propoſed alteration of ſilver coinage, I. 554, 

oa. 

Lotteries, the advantage of, to the government, 
Il, 400. n. When only proper to be uſed for 
paying of public debts, id. 479. | 

Lowndes, Mr. examination into the preſent pro 
priety of his ſcheme fot regulating the eoin in. 
1695, I. 602. 

Luxury, the term defined, I. 31, 307, The 
parent of public diſtreſs, 1. 212. In what 
inſtance to be encouraged, 1b. 263. This 
farther explained, id. 276, How to be ef- 
ſected, id. 277. Changes in the modes of, 
ever diſtreſſing to manufacturers, id. 280. 
Political improvement of this circumſtance, 
id. ib, The intereſts affected by, id. 305. 
The mind, id. 308. The body, id. 30g. 
The fortune, id. ib. The ſtate, id. ib. Its. 
different effects on different antient nations, 
remarked, and accounted for, id. 324. Its. 
effects in modern times, id. 325. Prejudi- 
cial to courage, id. 452. Modern, the cauſe. 
of, hinted, 1d. 462. 

Lycurgus, the tendency of his laws to encourage 
population, ſhewn, I. 70. Why there was 
no induſtry in his republic, id. 193. His 
republic the moſt perfect plan of political 
economy, id. 250. Hislaws tranſmitted by 

tradition 
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tradition only, id. 25m. The ſanction he 
obtained for them, id. ib. His regulation of 

| propeſty, id. 252. Cloathing, id. 253. 

The cruel treatment of the helots, id. 254. 
His plan of education, id. 25 5. Remarks 
on the auſterity of his inſtitutions, id. 250. 

His care to guard againſt the Spartans having 
an intercourſe with foreign nations, id. 257. 

' Concluſions drawn from a ſuppoſed adoption 

of his ſyſtem by any modern nation, id. 
259- | 8 

| M. | 
Hachines, the introduction of, into manufactures, 

whether hurtful or beneficial to a ſtate, I. 
119, 295. 

Alankind, in what reſpe& alike in all ages, I. 
6. The diſtribution of their reſidence in a 
country, how determined, id. 46. Their 
number in a free country, in the ratio of their 
food, id. 113. | | 

Manners of a people, national peculiarities in, 
noticed, I. 8, The fimplicity of, how it 
affects population, I. 36. 

Manufaclures, the principles which determine 
the reſidence of, I. 49. Their flouriſhing or 
decaying in particular places, accounted for, 
id. 182. The proper method of lowering 
the prices of, to render them vendible at fo- 
reign markets, id. 283, Why particular 


ones cannot be furniſhed ſo cheap at home, as 


by other countries, id. 284. The import- 


ance of their being properly ſituated, id. 289. 


AManufatturers, why thoſe who work for ex- 
portation are the pooreſt, II. 10. More hurt 
by their own idleneſs and extravagance than 
by taxes, id. 505. | 

Afarhkets, public, their great uſe in trade, I. 180, 

Marriage, political conſiderations on, I. 71. 

Maſter, his right to ſhare in the profits of his 
journeymen, proved, I. 318. 

3 general ones, the danger of adopting, 

60. =: 

Medali and coin, the difference between, II. 68. 

Ad-genr, Mr. his fentiments concerning the coin 
of the bank of England, II. 158. 

Malen, Ml. de, his remark on the proper quali- 

: fications of a ſtateſman, I. 377. | 
Merchant, obſervations on the profeſſion of, I. 


177. | 
Metal, the term defined, II. 46. Why a ſcale 


of value realized in, can never be exact, 16. 54. 


How the proportion of thoſe in coin, is kept 


_ nearly the ſame in all European markets, 14. 
62, Why this proportion ſo different be- 
tween Europe and Afia, id. 63. How to de- 
termine the true intrinſic value of thoſe in 


V. 


Which a balanee to foreign "nition js to be 
"paid, id. 316. How to remove the ineonve · 
niencet ich occur” in ſuch pay ments, id. 


Metrepolis, the growth of, accounted for, I. 48. 
A large one, whether diſadvantageous to a 
country, id. 52, 88 

Militia, refleions on, I. 136. ö 

And, the effects of luxurious gratifications on, 
ETON | | | 

Miel, a French meafure, what, II. 576, 1. 

Ain, French unit of weight in, II. 70. 

Weights of Holland, England, France, and 
Germany, proportion among, 1d. 87. | 
pps bank f France, account of the eſta- 
liſhment of, II. 24%, 252, 265. Inquiry 
into the motives for its plan, 1d. 256. Not 
intentionally a- bubble, id. 263. How the 

failure might have been prevented, id. 276. 

How the credit of France was deſtroyed in 

May 1720, id. 284. 


Mole, reflections on, with reference to the 


Spartans, I. 258. 

Me arb and democracy, compared, I. 242. 
Their different influences on trade, id. 245. 
Monaſteries, magnificent ones, how advantage- 

_ ous to a country, I. 468. ; 
Money, the term defined, I. 32. How to be 
procured, id. ih. The plenty of, productive 
of luxury, id. 33. The effects of the intro- 
duction of, on trade, id. 176. Obſervations 
on that of Sparta, id. 259. An inquiry into 
the principles of the circulation of, id. 360. 
Real, and ſymbolical, what, 1d. 364. H- 
luſtrated, id. 381. Ready, caution neceſſaty 
in taxing it, id. 387. No real and adequate 
proportion between, and goods, i4. 294. In 
countries of ſimplicity, id. 395. In coun- 
tries of induſtry, id. 397. Paper, whether 
advantageous to a nation, id. 408, Whe- 
ther a tenfold increaſe of, in Europe, would 
raiſe the prices of commodities in the fame 
proportion, id. 413. Whether any judg- 
ment can be formed concerning the balance of 
trade of a nation, barely from the quantity of 
ſpecie that is found in it, id. 429, Ihe dif- 
1 of by individuals, not expedient tu 
be checked, 14.471. Defined, . 526, A 
ſcale for meaſuring the value of things, 1. 75, 
On what principles the value of things is de- 
termined, id. 527, The prices of __ not 
regulated by the quantity of, 1d. 0. Nece'- 
ſity of diff inguiſhing between, and price, . 
29. Of account, what, and how contrived, 
id. 16. Bank, id. 5 31. Angola, 1. 16. Uſe- 
fulneſs of the precious metals in making; d. 
532. Standard, how to be adjuſted, id. 5 32. 
7 Detaling 


EN DEX. 


LED. Loon 
: 34. — of the ſtundard, how to be 
* 4 


red, id ib. Of alloy, id. ib. Inca- 
pacities of metals to conſtitute invariable mea- 


| ſures of value, id. 535 The obligation of 
- ſuch meaſures to be invariable, id. ib. Con- 


ſequences of their variation, id. 536. De- 
fects of a ſilver ſtandard, id. $37. Argu- 


ments in favour of a filver ſtandard, id. ib. 


Anſwers to thoſe arguments, 538. Uſeful- 
nels of an univerſal meaſure, id. 539, Why 
metals incapacitated from per fut ming the of- 
fice of, id. 540. Wearing in circulation, /. 
ib. Inaccuracy in coining, id. 541; Coin- 


nge adding to the value, without adding to 


the weight, id. ib. The ſmalleſt defects gf," 
profited by in trade, id. il. Five remedies 
againſt the effects of the variation in the v.lue 
of metals, id. 542. Remedies againſt other 
inconveniences, id. 544. Remedies againſt 
the wearing of coin, id. ib. Remedies againſt 


' inaccuracy in coinage, id. ib. Remedies 


againſt the expence of coinage, id. i6, Re- 
medies againſt arbitrary changes in the value 
of coin, id. 54g. How the market price of 
the metals is made to vary, id. i. The va- 
riation to be referred to the riſing metal, not 
to the ſinking, id. 546. Of account, how 
made to vary in its value, from the variatian 
of the metals, and the conſequences, id. 547. 
What the mean proportional between the va- 
lue of the metals, id. ih. The unit to be at- 
tached to the mean proportion, upon a new 
coinage, not after the metals have varied, id. 
548. The unit beiter to be affixed to one 


metal than to both, id. 549. To what va- 


riation the unit is expoſed, from the wearing 


of the coin, id. ib. To what variation the 


unit is expoſed, from the inaccuracy in the 
fabrication of coin, id. 550, Variations to 
which the unit is expoſed, from the impoſition 
of coinage, id. 551. When coinage im- 


_ . poſed, bullion cheaper than coin, id. ib. Ex- 
- Ception, id. 552. Variation to which the 


unit is expoſed, from the arbitrary raiſing and 
debaſing the coin by Princes, id. ib. How 
this variation affects the intereſts of debtors 


and creditors, id. 553. A miſtake of Mr. 


Locke in relation to, corrected, id. 5 15 
Detects in the Britiſh coinage, id. 558. Of 
the ſtandard of Engliſli coin and money unit, 
id. ib, Coinage free in England, 14. $59, 
The ſtandard, when attached to the gold 


coin, id. 500. Conſequences of that regu- 


lation, id. ib. Silver, ſometimes conſidered 
us a money of accompt, id. 561, Jobbery 
in, their practices 'explainred, rd. 562. 565. 
Why ſilver bullion is deater than coin, id, ib. 


A 5200 þ 0% 6540003 amber nouns” 
; What regulates the price of bullion, id, 564 


The intrinſic value af the currency, 44. ib. 
Paper, the uſe of, not hurtſul in debaſing the 
ſtandard, id. 571. The ſtandard how ſhewn 
to have been debaſed, id. 574. Proof that 
the ſtandard has been debaſed by law, id. 
575. The ſtandatd at preſent reduced to the 
value of the gold, id. il. How the diſorder 
in the coin may be remedied without incon- 
veniences, id. 576. If the preſent ſtandard 
be departed from, all other arbitrary, d. 
577. The preſent ſtandard not the ſame with 
that of Queen Elizabeth, id. 578. Anec- 
doi es of its alterations, id. ib. Debaſing the 
ſtandard, chi:fly affects permanent contracts, 
id. 581. Why ſilver ſo ſcarce, id. 583. 
Conſequences of fixing the guinea at twenty 
ſhillings. id. 1 How to fix the pound fter- 
ling at the ſtandatd of Queen Elizabeth, id. 
587. The conſequences of this reformation, 
14. 88. Sufferets by the debaſe1ent of the 
Randard, have a right to redreſs id. 590. 
But not the whole claſs of creditors, id. tb. 
Whole claim ought to be liable to converſion, 
id. 591. Objections againſt the principles 
before laid down, id. 593 Anſwers to 
them, id. 595. Upon whom the loſs in- 


 Curred by the wear of it, falls, id. $98. In- 


lund deal-ngs not able to ſupport the ſtandard 
where there are money-jobbere, or foreign 
commerce, id. 599. Public currency ſup- 
ports the authority of the coin, not the value 
of the pound tterling, 1d. 601. In what 
ſenſe the ſtandard debaſed by law, and in 
what ſonſe by the operation of other political 
cauſes, id. 614. The payments made by 
bankers regulate all other, id. 6175, Regu- 
lation propoled for the coin, id. 654. The 
firſt intraduction of coinage muſt reduce the 
prices of commodities, II. 3. Why the doc»: 
trine of money appears ſo intricate, 1, 45» 
The difference between raiſing the value of 
coin ty impoſing coinage, and raiſing the 
denomanation of it, id. 50. Whether it is 


the intereſt of England to debaſe the ſtendard 


of, id. 64. The borrowing of, for-carrying 
on trade, more relative to the merchant than 
the manufacturer, 1d. 137. 


Monteſquireu, Mr. examination of bis doAtrine - 


concerning the influence of riches on the 
rices of commodities, I. 398, 
liiphcation of people, the three principles of, 
J. 90. Whether the efficient cauſe of agri= 
culture, or agriculture of multiplication, id, 


114. 


N. 
Nation, every intereſt in, intitled to protection, 


I. 589. 
9 Nations, 


1 ND E. X. 


Nations, trading, compared to a flect of ſhips, 


1 2:29, 
Navientimn, remacks on the conſequences of the 
act of, in England, I. 343. | 
Naturalization: of firangtrs, ineffectual in the 
view of lowering the prices of manufaftures, 
I. 290. 5 | 
Nreeſſarier, an inquiry into the cauſe of riſe 
in the prices of, I. 291. Phyſical and: poli- 


ticalz diſtinguiſhed and explained, id. 312. 


The conſumption of, how to be aſbertained, 
td, 314. And ſuperfluitics,, vague terme 
when different ranks of people are compared, 
id, 25%, e 
Nether/ands, Auſtrian, the cities of, in a ſtate 


of-dep»pulation, and the reaſon, I. 33* 1. 


Nobility, the advantages of a numerous one, to 
a ſtate, I. 63. Why th. ir ſpir.tiought to be 
preſerved, id. ib, Their behaviour in the 
field compared with that of tradets, id. 64. 
Poor, reflexions on their {1tuation, id. 13. 


| O. 

 QOcconomy, definition of, I. 1. Family 
and political, dittingurſhed, id. 2 Political, 
when brought to perfection, id. . 

Ounces, different, a compariſon of, II. 323. n, 


N | 

Padua, obſervations on the ſoil and produce of 
the country round, I. 140. | 

Paper mon y, how realized, II. 110. 

Purvis, remarks on the ſtate of agriculture 
round, I. 139. 

Partiſant in France, what, and cardinal Rich- 

Neu's ſentiments on their conduct, II. 369, 
Their extortions, why not then to be reme- 
died, id. 370. The preſent regulation of 
them, id 16. | 

Pay of be ſeldiery, political plan for the regula- 
tion of, I. 449. 


Payments, thoſe made by bankers | regulate all 


others, I. 615. | 

Petty, Sr William, bis computations of the 
number of inhabitants and conſumption of 
proviſions in England, I. 41. 

Population, how limited, I. 18. 113. What 
the mott eſſential requiſite for, id. 25. Re- 
flexions on the beit means for promoting, 1d. 
72. Inquiry into the {tate of, in Great Bri- 
tain, I. 95. Antient and modern, politically 
conſidered, id. 12. f . 

Populus, inquiry into the meaning of this word, 

When atfirmed of a country, I. 102. 

Populouſn: fs of antient nall.ns, inquiry into the 
ueltion concerning, I. 38. 

Pejts for the conveyance of letters, their great uſe 

in commerce, I. 180. 


Pound flerling, two legal ones in England; I. 
568. Current value of, 7. 569. How de- 
termined, id. 570. What the good meaſure 
of, . ib. T he value of, how marked: by 
bullion, id. 571. How to fix it at the ftan- 
dard of Queen Elia-bech, 14. 587. The 
conſequences of this reformation, id. 1 

Prem cms on exportation of commodities, reflexions 
on, I. 297. 

Prereganve, regal, often arbitriply exerciſed, 
from a view to eſtabliſh public liberty on a 
more extenſive bottom, 1. 248. 

Price, what underfiood by, II. 46. 

Prices, how regulated on neceſſaries and on ſuper- 
fluities, I. 440. The riſe of, on articles of 
home cou fumption accounted for, II. . 
n of exportation, 
id. ib, | 

Princes, how thoſe who incline to rob their ſub- 
jects may avoid robbing? theniſelves at the 
ſame time, II. 65. | 


Prader and confumers, an analyſis of the 


principles which influence the alterations in 
the political balance between, I. 264. 

Profit and /ofs, explained and diſtinguiſhed, I. 
206 


Profits, how they conſolidate into prime coſt, 
II. 8: Conlokeated, the ill eſfects of, and 
how to remedy, I. 289. . 

Property, how regulated under the Spartan go- 
vernment, I. 252. Inconſumable, what, l. 

360. Conlumable, what, i4. 301. Conſe- 
quences of the alienation of both kinds, id. 16. 
Incorporeal, id. 369. Landed and monied, 
the different ways of life of the poſleſfors of 
each compared, II. 478. 2. Permanent, the 
expediency of its contributing to the burdens 
of the ſtate, I. 387. Solid, bow underſtood, 


II. 149. . 


; Provifions, thofe produced in moſt countries, 


nearly conſumed by the reſpective inhabitants, 
J. og. The conſequences of au auginenta» 
tion in the value of, I. 226. 

Public money, heinous nature of all attempts to 
defeat the application of, I, 297. 


Public ſpirit, an improper principle of action in | 


the governed, I. 164. 
Public works, not the produce of the wealth of 
a nation, I. 464. | 


| | Q. | 
ra dxiile, the idea of circulation of wealth in 4 
| Nate, illuitrated by Fe game of, I. 375. 
Rant, the obligation individuals are under to 
1 that Which they have once attained, 
31. | 


Remuage, 


— in wie NEE 22222 


art nog; — — — * 
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Ne nuage, in the French duties, explained, II. 
' bo Mo: (3. . bx Vit Lorw £ 
2 England, at the revolution, its 
amount, II. 364. State of, at the acceſſion 
of Queen Anne, II. 3817. 05 
Riches, an inquiry into the effeds of, before the 
introduction of trade and induſtry, I. 4.37. 
Kicblien, cardinal, his ſentiments on the public 
ctedit of France, II. 367. His — 
of the extqgions committed by the facmers of 
the French taxes, id. 369. Why not ca- 
pauable of being remedied at that time, id. 370. 
is ſcheme for payment of the public debts, 
id. 372» | 


Reals, the advantages of good ones to,a coun- 


try, pointed ont, I. 57. The waking and 91 


improving of, ſhewn to have a tendency to 
deſtroy ſimplicity of manners, I. 4599. 
omans, ancient, reflexions on the agriculture 
of, I. 88. The conſequences of their ſub- 
duing the Grecian ſlates, id. 439. | 
Bome, antient, remarks on the diſproportion 
between the prices of neceſſaries and elegances 
in, I. 403. Accounted for, 4d. 439. Con- 
ſular and imperial, its ornaments compared, 
A 657. þ | ; 8 


Feot land, in on the ſlate of agriculture in, 


I. 103. Similar inſtances in other parts of 


Europe, id. 105, Accounted for, id. 106. 
... Remark on the variation of the price of oat- 
meal in, id. 403. The nature of banking 
there, II. 155, 179: 184. 
8 urig, real, what, II. 144. 
S.Finler ell, its extenſive influence and uſe, in a 
political view, I. 162. | 
Seaſeaiy; the term diſtinguiſhed from thoſe of 
\Juxury and exceſs, in. 
Silver, in coin, the ſcarcity of, to what owing, 
J. 547. $58. $83 Why exported pieſer- 
- ably to gold, d 567. Why any remains in 
England, id. 569. Riſing in value, id. ib. 
Ide riſing of, the debaſement of the ſtan- 
dard, id. 616. Queſtion relating to the ſcar- 
city.of, in England, © of 7 a 
Simtlicitiy f manners, ſhewn to be 
450. Je ; 4 ; 
> nh the origin of, traced, I. 22. Its ef- 
f.&s on the mulyplication and employment 


of Mankind, id. 36, Whether induſtry can | | 
Stets, public, how far expedient, I. 386. 


be introduced in a ſtate wheie the former is 
ellabliſhed, id. 168. Its operation in Ame- 
tica, id. 169. Real, 
nal liberty, id. 244. 6 
+, bilfory of Jacob 7 I. 23. Re- 
fexians. on the preſent Nate of, compated 


Secic ne pfimſtive, jan idea of, iNuftrated in tbe Where that | 
a7 nion diffets from chat which 


£ 


relative, l. 


preferable to a nomi- 


wit (20k e times of primi ive ſunplicity, id. 
ty The beſt baod 5 Wl "ag The belt 
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principle on which it is to be governed, 74. 
163. $2 

Societies, human, in what reſpects they all agree, 


7 I. 6. , ; E £ . 
Seil, a rich one, its diſadvantagebus effects on 


the inhabitants of it, traced, I. 34. Why 


leſs fruitful countries flouriſh moſt, id. 35. 
ee ee compariſon of, with that of 
the MilbGppi, II. 387. . 
Iain, remarks on the ſtate of huſbandry there, 
I. 89. . On the depopulation of, id. 17. 
Spartans, how prevented from having an inter- 
courſe with foreign nations, I. 287. Their 
., Inpdeſty, 1d. 258. The only articles of 

trade among, id. ib. Obſervations on their 
money, id. 259. Concluſions drawn from a 
ſuppoſed adoption of their ſyſtem by any mo- 
dern nation, id. ib. See Lycurgus. © 
Spirit F a people, whereon formed, I. 8. 
Standard of Engliſh coinage, remarks on, I. 558, 
When attached to the gold coin, id. 560. 
How ſhewn to have been debaſed, id. 574. 
Not the fame now with that of Queen Eli- 
zabeth, id. 578. Anecdotes of its altera- 
tions, id. ib. The debaſing of, ſhewn 
chiefly to affect permanent contracts, id. 581. 
In what ſenſe debaſed by law, and in what 
ſenſe, by the operation of political cauſes, id. 
614. Of Elizabeth, its advantage over that 
of Mary I. id. 621. Alteration of, how it 
affects different intereſts, id. 632. A more 
_ eaſy method of making a change in, propoſed, 
id. 633. Whether it is the intereſt of princes 
to debaſe, II. 64. The proper arguments 
againſt it, id. 67. | | 


Standing armies, the nature and uſe of, ex- 


plained, I. 442. The conſequence of trade 
and induſtry, id. 445. The hiſtory of, id. 
State, how 'to preſerve a trading one from de- 
cay, I. 224. Every change in, advantageous 
to ſome claſs or other, d. 428. | 
Stateſman, the term defined, I. 149. 151. Mo- 
dern, his extraordinary influence and advan- 
tages, beyond thoſe of ſotmet ages, id. 321. 
Tube criteriòn of his abilities, id. 377. His 
actions not to be eſtimated by the rules of 


private mortality, 7d. 482. 


Sabor digatian, how priduced in ſociety, I. 21. 
political. explained and diſtinguſſhed, id. 
5 The*boundariey of, "deduced, id. 242. 

Wherem that which now ſubſiſts in trading 
| obtained under 
__ the old feudal ſyſtems, id. 248. KA 
FCC 


| Suþerfluitier, domeſtic competition in the 
| nufaRture of them, to be Ciſcouraged, id. 
_ im, to be diſcouraged, 


Taxes 


Taille, in the French taxes, explained, II. 


\ 54 496. K. ; o : ; 
Tariffee, in the, French taxes, explained, Il. 561. Oh 
| «FF 565. What the molt proper method of im- 


498. 1. 


what principle the impoſition of them is juſ- 
tifiable ; and the proper application of them, 
id. 269. The proper ule of, in regulating 


the ſeveral articles of trade, to ſuit temp: 


circumſtances, id. 321. Why the right of 


. impoſing, ſcarcely any where attached to 


royalty, id. 335. The plan of, under pure 
monarchies, and under limited monarchies 
compared, id. 353. The neceſſity of, un- 
der a decay of foreign trade, id. 354. Their 
internal effect on the people, id. 371. Their 
operation on induſtry, 385. The expe- 
diency of diſtinguiſhing raiſers and conſumers 
in, id. 388. To be regulated by the pro- 

rtion between foreign and domeſtic circu- 
ation, id. 390. Only a liquidation: of the 
antient perſonal ſervices, id. 442, Hiſtory 
of, id. 443. The perpetuity of, argued, id. 


445. The confequences of a total ceſſation 


of, II. 461. The word defined, and the va- 
rious kinds of, ſpecified. id. 484. The va- 
rious objects of, or funds for taxation, id. 
486. Proportional, affect only the idle, id. 
488. Ia what manner they raiſe the price of 
commoditics. id. 493. Where they ulti- 
mately fall, id. 404. Cumulative, What, 
in England and in France, 1d. 496. The 
height of, in England, not fo prejudieial to 
its foreign trade, as the idleneſs and luxuty of 
menvufacturers, id. 504. Proportional, their 
effects, id. 507. Good method of raiſing, 
id. 5:4. Cumulative, the nature of, ex- 
plained, id. 518. Compared with propor- 


tional, id, 5 20. How a cumulative tax is 


convertible into à proportional one, id. 10. 


Conſequences of, when the amount is pro- 


perly applied, ia. 523: Of the extent of 
taxation, id. 527. The hardſhip of, in thoſe 
inſtances where no alicnation takes place, id. 
530. he difficulty of eſlablifhing, upon 
barter, id. ib. Draw an additional ſum of 
money into circulation, id. 531. Ihe extent 
of cumulative taxes, id. 538. Method of 


_ aſcertaining the value of landed property, id. 


539- lmpof6ibility of eſtabliſhing, upon the 
income ſpringing from — 2 ib. In- 


tereſt of a whole people conſidered with re- 
ſpe to, id. 542. Contequences of aboliſh- 


» general reflexions on, I. 13. IE 
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ing taxes relative to the cumulative iatereſſof 
a whole ſlate, d. 543. Conſequences cf 
| ſuch abolition, to thuſe who are ſed by the 
produce of taxes, id. 546. Judicioulty im- 


poſed, and equitadly levied, encich a tation, 


$54. , Whether they promote induſtry, id. 


556. Upon land, conſiderations on, id. 
561. Oh land, how levied in England, id. 


pofin>, on land, id. 577. Wha the beſt 


method of levying, generally, 2d. 579. On 


land, whether poſſible to be converged into 
one of the proportional kind, i4 592. 


Taxation, why ſo little found under feudal go- 


vernments, I. 50. 


Temple, Sir William, his ſymbolical repteſen- 


tation of à flouriſhing ſtate, I. 71. 


8 * why encouraged by Lycurgus among the 


artans, I. 257. 


Theory, reflexions on the benefit of, in the arts, 


I. 67. Its uſe, in political reſeaiches, id. 
542. Not exactly confirmed by experience, 
and why, II. 8. And practice, remarks on 
1 e between, in political ſubjecte, 
298. ; | 


Tithes, under what ſpecies of taxation to be 


ranked, II. 497. The moſt oppreſlive kind 
of tax upon landed property, id. 508. 


Trade, its beneficial tendency traced, I. 118. 


A definition of, id. 166, Whether the 
cauſe or the effect of induſtry, id. 170. The 
progreſs of, traced, id. 175. A republican 
form of government, and thoſe which ap- 
proach neareſt to it, moſt favourable to, . 
242. [ts influence in creating national con- 
nexions, id, 266, Its natural divifion, id. 
301. Infant, by what means to be encou- 
raged, id. 302. Foreign, the ruling prin- 
ciples of, id. 304. Inland, as ſuppoſed to 
take place on the extinction of foreign trade, 
id. 305. lnquiry into the expediency of 
laying it open, id. 424. Natural conſe- 
quences of it, i4. 425. The intereſt of, 
examined, id. (28. 


Trade, inland, how it may be made a reſource 


on the decay of foreign, J. 3 9. 


Trade, foreign, paſſive and active difiinguiſhed, 


I. 184. The provres of, traced, id. 185. 
Muſt ated, id. 191. An cxamination of che 
principles on which it may be effibliſhed and 
preſet ved as long as peflible, id. 207. On 
what it is founded, 77, 2-3. Inquiry into 
the cauſes of the decay of. id. 278. Th. 
proper remedies propoſed, id. 279, 3i9. ls 
extcnkve uſes, i. 376. proper temedies 
in caſes of ſucceſsful rivalſhip in particular 
articles of it, id. 328. How to put a flop to 
it in manufactures, when the balance of ic 
Pp p p tem 
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turns againſt a nation, id. 336. Cautions 
againſt haſty meaſures in ſuch inſtances, id. 
338. The natural conſequences which will 
| reſult upon the ceſſation of it, id. 350. 
Trading nation, the true policy of, I. 262. 


Traittes, in the French taxes, explained, IT. 


501. u. | 

Troops, foreign, how they become neceſtary to 
a ſtate, I. 449. Plan to ſuperſede the ne- 
ceſſity of, id. 450. | F 


6 V. q 
Value, the exact ſcale of, what, II. 55. 
Vauban, Marechal, obſervations on his ſcheme 


of raiſing the land-tax in France, II. 562, 


567. 
Vice, the proper method of checking, among a 


people, I. 386. 
Vineyards, reflexions on the political tendency of, 
I. 88 


Viſa, the nature of that commiſſion explained, 


II. 376. | 
URenfil, in the French taxes, what, II. 469-n. 8 


WW | 
Wants, reciprocal, the political uſe of, among 
a people, I. 28. . | | 
War, all hiſtory full of, I. 448. The different 
methods of raiſing the ſupplies for, by the 

different powers of Europe, II. 371. 2. 
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IWialth of a nation, the ill conſequences of itss 
remaining in few hands, I. 26. Of antient- 
nations, how differently acquired, id. 324. 
Natural conſequences of its being withdrawn 
from foreign trade, to domeſtic circulation, 

id. 351, Whether to be eſtimated by the: 
quantity of coin in it, II. 42. The laſt ſa- 
crifice a ſtateſman ought to make in caſes of 
emergency, I. 339. Obſervations: on that 
of a trading nation, id. 355. Two kinds of- 
circulation of, in a ſtate, id. 373. 

Fights in different places, the uncertainty of, 
ſhewn, II. 323. u. . | 

Mood, whether an increaſe in the conſumption 
of, for firing, a public diſadvantage, I. 145. 

Wool, inquiry into the principles which operate 
in regulating the trade in, I. 274. Fo, 

Moollen manufacture, by what means it has been 
augmented in England, I. 86; 

Words, ſynonimous, obſervation reſpecting, I. 
310. 8 | | 

Wk, an examination into the alterations of 
the balance between, and demand, I. 217. 
The proper means of lowering the price of, 
when increaſed by the augmentation of the 
value of ſubſiſtence, id. 227. 


AXenophon, his plan for the proper employment : 


of. the Athenian people, I. 400. 
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The reader i is deſired to correct the following errors, eſpectaly boeh as are — | 
by an aſteriſk *, which ves the ſenſe ann 


E R R A q A. 


Page. 


2. 
7. 
9. 


Line. 
n 
2, 7. manuſactures, r. manufacturers 
32 their grains, r. their gains 
26, ® 55.162, r. 51.162 
13. * 801 br, r. 801.68 
+ 1g. ns 
19 8 24-572, r. 25.572 
3 price, r. piece 
15. 1201.26, r. 120126 
16. this, r. the 
18 * 23 r. comes 
32. * conſiderable, r. inconſiderable 
27. caſe, r. eaſe 
9. property, r. proſperity 
24. that, r. their 
4. advance- profits, r. advance; profits 
laſt. d:/c, back. 
17. dale, the 
at the end, add, — felt. 


Page. Line. 
168, penult. ® of, r. to 


182. 26. brought, r. take: 


197. 15. *'no, r. the ſame 


249. 3. laſt, r. Eaſt 


254. 13. * 50co, r. 500 
201. 15. he, r. the 


326. 9. expottation, x. importation”. 
333. 7 ® bills to, r. bills ay ©? 


344. 16, exchange-property, r. exchange 


369. 21. ® mixed, r. 
394+ 12. * determinate, r. indeterminate | 
406. 14. after King's library, add, and at- 


chives of France. 
411. 24. 1762, r. 1744. 
429. laſt. 4 444 444, r. 14 444 444 ' 


N. B. In page 182. line 10. X ws quarterly, 
read half-yeatly, and then nate at the 
lottem of the page may bs flruck out. 


